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Business Highlights: 


\ 71TH THE ADVENT of the steel strike, any 
remaining hesitancy about business conditions 
in the last half of 1959 seems to have evaporated. 

Trends in the major sectors of general business were 

already clearly rising prior to the strike. To the vast 

majority of observers, the probabilities of an inventory 

'boom to recoup losses of steel during the strike have 

added fuel to an already warm fire. It would take a 

brave analyst—or one unfamiliar with the poststrike 

behavior of the business trend in the last decade—to 
suggest anything less than very good business indeed 
over the next six months. 

Historical parallels are often a treacherous guide to 
the economic future. However, they may be less treach- 
erous when they are drawn from an exogenous influ- 
ence such as a steel strike, instead of from the more 
complex and interrelated factors involved in general 
parallels between one business cycle and another. 
In any event, there appears to be nearly unanimous 
acceptance of the historical parallels in the present case; 
almost all forecasters expect that a poststrike rebound 
of generous proportions will carry business into 1960 on 
a rising trend. 

The general business outlook for the near future thus 
seems better assured than at any time since recovery 
began in early 1958; it is not until mid-1960, in fact, that 
any wide divergence of opinion on the outlook arises. 
Beyond that point, the haze of uncertainty quickly 
thickens, and intuitive forecasts of the next turning 
point are spread widely from the last half of 1960 all 
the way through 1961. 


i 
i 
4 


Distinguishing the Parallels 


Both the 1952 steel strike, which lasted eight weeks, 
and the 1956 strike, which lasted five weeks, were fol- 
lowed by a one-year expansion terminating in a business 
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PARALLELS TO THE STEEL STRIKE 


cycle peak and a general recession. Unlike the strikes 
themselves, the duration of the two ensuing boomlets 
was almost identical. This may reflect two sets of acci- 
dents, one of which may not apply to the present situa- 
tion. The one-year spans of the two previous boomlets 
were framed by the expiration dates of the steel con- 
tracts at the beginning, and a pronounced reversal of 
uptrends in defense obligations at the end. While a 
readily definable business cycle expansion was occurring 
in both periods, the timing of the peak thus appears to 
have been influenced both times by independent de- 
velopments in the Federal Government sector, which 
may or may not occur in the middle of 1960. The one- 
year duration of the two previous poststrike boomlets is 
thus hardly a dependable parallel for present purposes. 


At Different Points in the Cycle 


Moreover, the two strikes hit business conditions at 
very different points in the cycle and under varying 
trend conditions. As a result, the expansions following 
the two strikes were quite different in dimension and 
somewhat different in areas affected. Business condi- 
tions at the onset of the 1952 steel strike were sub- 
stantially more favorable than at the onset of the 1956 
strike, and the boomlet was accordingly of considerably 
greater proportions. 

By mid-1952, business generally had been in a state 
of precarious stability for a year, with rapidly rising 
activity in the defense sector (associated with the 
Korean war) offsetting a receding tide of personal con- 
sumption (associated with previous scare buying ex- 
cesses in late 1950 and the first half of 1951). In the few 
months prior to the strike, in fact, there was cogent 
evidence that consumption was emerging from its 
lethargy; the relaxation of controls over instalment 
credit in late 1951, and their complete removal in early 
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1952, were accompanied by a gradually accelerating 
burst of credit extensions, and by the time of the steel 
strike consumer durable markets had already enjoyed a 
sharp expansion. 

This recovery in consumption began at a time when 
inventories of consumer goods had been considerably 
reduced (although the reduction in total business in- 
ventories was slight as a result of offsetting accumula- 
tion in the defense sector). By mid-1952, most of the 
1951 accumulation of inventories among retailers of 
durable goods had been liquidated; in soft goods, per- 
sistent liquidation for almost a year had driven retail 
inventories: below their lowest point of the preceding 
year. 

A year of slack had thus set the stage for a pronounced 
revival in consumption and in inventory demand, point- 
ing toward a more normal relationship between these 
parts of the economy and government spending, which 
had been at an advanced level as a result of the Korean 
war. The steel strike acted as a high-powered accelera- 
tor to this normal general business recovery, propelling 
the rate of industrial output to a mid-1953 level that: was 
almost 15% higher than the average level in the six 
months preceding the strike. Employment, too, rose 
sharply out of its steel strike trough; in the last half of 
1952, the monthly gains in seasonally adjusted nonfarm 
employment averaged almost a half million. 


Importance of the Differences 


The distinguishing feature of the 1952 steel strike 
boomlet was thus a cyclical recovery in private demand 
superimposed on a high and still rising level of defense 
demand, and it seems altogether possible that the boom- 
let would have been only moderately smaller (and per- 
haps of longer duration) if the strike had not occurred. 

In contrast, the 1956 strike hit business conditions at 
a time when important sectors of demand had already 
experienced a substantial expansion. The cyclical ad- 
vance of instalment credit extensions, which had been 
almost perfectly synchronized with the 1952 strike, was 
largely over by the onset of the 1956 strike. At mid-1952, 
outstanding instalment debt was rising by $4 billion to 
$5 billion per year; at mid-1956 it was rising by $1 
billion to $2 billion a year. 

While total business inventories had been subsiding 
for several months prior to the 1952 strike (and had 
been dwindling rapidly in the private sector), they had 
been in sharp ascent for a year and a half at the onset 
of the 1956 strike, and inventory-sales ratios at mid- 
1956 were already somewhat elevated. A boom in busi- 
ness expenditures for plant and equipment had also 
reached a relatively late stage by mid-1956; of the 
roughly 45% increase in the seasonally adjusted rate of 


such expenditures from their trough in early 1955 to 
their peak in the third quarter of 1957, about three 
fourths had already occurred by mid-1956. And while 
the Federal Government incurred deficits of $4 billion 
and $9 billion in the two fiscal years before and after 
the 1952 strike, it had a surplus of $2 billion in each of 
the corresponding years of the 1956 strike. 

The 1956 environment was thus very much less 
expansionary than the 1952 environment, and trends 
following the steel strike were considerably less volatile. 
By the end of 1956, industrial production was running 
only a bare per cent or two above the average level in 
the six months preceding the strike, and the monthly 
rate of increase in employment was negligible compared 
with the extraordinary increases following the 1952 
strike. It is possible to argue that a resumption of boom 
conditions was inevitable in mid-1952, strike or no 
strike, but that in the absence of a strike in mid-1956 a 
recession would have appeared in a matter of months. 
In terms of the patients to which they were applied, the 
1952 strike was a pediatric, and the 1956 strike a 
geriatric, prescription. 


The Present Environment 


The circumstances surrounding the steel strike of 
mid-1959 suggest that its consequences will be less 
dramatic than in 1952, but perhaps significantly greater 
than in 1956. The 1959 strike has occurred at a very 
early stage of inventory expansion; the present upward 
trend in inventories is only about eight months old, 
while at the time of the 1956 strike it had been rising 
for about eighteen months. The general inventory- 
sales ratio for the business system as a whole is sharply 
lower than it was in mid-1956 or mid-1952. It is cer- 
tainly worth adding that, as the 1959 strike began, the 
rate of increase in total business inventories was already 
much more rapid than it was in the periods of accumula- 
tion following the two earlier strikes, and no marked 
rise in the rate of accumulation seems probable in the 
poststrike recovery. However, the greatly reduced re- 
lationship of inventories to sales suggests a prolonged 
period of accumulation at a high rate when the strike 
is over. At the onset of the 1956 strike, business in- 
ventories were about $10 billion higher than at their 
preceding trough, and more than $5 billion above their 
level at the preceding peak; currently, inventories are 
only about $5 billion above their recession trough, and 


still a few billion below their record peak of the fall of 


1957. 

The addition of another $5 billion to business inve 
tories over the coming year seems to be an entirel 
reasonable expectation; and while that implies no nm 
addition to the rate of gross national product, it d 
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imply a favorable environment for further growth of 
end-product demand. 

With respect to plant and equipment, too, the post- 
strike outlook seems more favorable than in 1956. At 
the onset of the 1956 strike, the cyclical advance of 
plant and equipment outlays was already largely over, 
and the rate of spending had already climbed far above 
its previous record. Currently, the rate of outlays has 
enjoyed only a few quarters of recovery after its pre- 
cipitous decline of late 1957 and early 1958. In the year 
following the 1956 strike, the annual rate of capital out- 
lays rose by about $3 billion; present indications are 
that the rate may rise by more than that in the year 
following the 1959 strike. In both of these respects, the 
1959 situation seems more nearly to resemble the highly 
mercurial circumstances of 1952 than the heavier, less 
responsive situation of mid-1956. 

On other counts, however, the present atmosphere 
more nearly resembles 1956 than 1952. As in 1956, the 
cyclical expansion of employment was largely complete 
at the onset of the strike. The rate of instalment credit 
extensions to consumers also appears to be in a later 
stage of expansion than at the time of the 1952 strike, 
although not nearly so mature as at mid-1956. And the 
level of interest rates at the beginning of the 1959 strike 
is notably higher than in either of the two preceding 
strikes. 


v 


To summarize on the poststrike rebound: the current 
strike has come a little more than a year after the 
preceding business cycle trough, whereas the 1956 
strike was almost two years after the preceding trough. 
The present strike has thus caught the business upturn 
at an earlier and more energetic point, and the ensuing 
trends are likely to be more pronounced. The 1952 
strike occurred almost three years after the preceding 
trough in general business, but only a few months after 
an apparent trough of activity in the private sector. 
The extreme rise of activity after the 1952 strike was 
mainly a consequence of the distorted patterns of de- 
fense and nondefense activity existing at the time of the 
strike and their synchronization into a general business 
cycle. 

To the extent that these parallels are a guide, they 
suggest that the 1959 poststrike recovery will bear a 
family resemblance to both of its predecessors. The po- 
tential uptrends are now greater than they were three 
years ago, but some of the more intense artificial stimuli 
present seven years ago seem absent today. 


ALBERT T. SOMMERS 
Division of Business Analysis 


Business Forecasts 


Money 


The Outlook, Standard & Poor’s Corporation (July 13, 1959) 
—The money and capital markets will be under generally 
steady pressure over the next twelve months, according to 
projections of sources and uses of funds just made by Standard 
& Poor’s bond experts. Rising interest rates, particularly for 
short-term borrowing, are expected to result from Federal 
Reserve pressures on the money supply and steadily growing 
private demand for funds. 

“Mounting business and consumer borrowing are likely 
to increase difficulties faced by the already hard-pressed 
banking system in meeting loan demand. Concern over rising 
prices will lead the Federal Reserve to limit money supply 
growth more sharply than in recent months now that the need 
to support Treasury deficit financing has virtually ended. 

‘Heavy demand for mortgage money and large municipal 
flotations will tax the supply of long-term capital. Corporate 
bond financing will increase but will not be heavy—especially 
in view of the growing volume of new stock flotations. Pros- 
pects are that the Treasury can expect no more than limited 
approval of its request for removal of the 414% bond interest 
ceiling, and that government long-term issues will be limited 
in volume. 

“With consumer spending rising, savings institutions are 
expected to provide a slightly lower volume of investment 
funds over the next twelve months than they have in the past 
year.” 


Petroleum 


National Petroleum News (July, 1959)—“Crude runs to 
refinery stills the next few weeks hold the key to supply-de- 
mand balance in oil marketing for 1959. 

“With midyear approaching, product demand was holding 
up and even exceeding first-of-the-year estimates in some cases. 
Actual total demand for the first quarter, reported by the 
Bureau of Mines, was almost 7% greater than that of the 
same period in 1958. Gasoline shipments from refineries were 
about 6% larger, distillate fuel oil almost 3% greater and 
residual fuel oil 19% greater. : 

“Most authorities now forecast a 4% to 5% over-all gain in 
product demand for 1959. At the start of the year, 4% was a 
top estimate. Several factors point to continued industrial 
expansion in the last half of 1959 and into 1960.” 


General 


The Commercial and Financial Chronicle, July 9, 1959 
(Summary of remarks made by Mr. J. W. Keener, president, 
The B. F. Goodrich. Company) —“In view of the likely impact 
of certain and probable changes in the 1960’s, according to 
the Akron industrialist, production, finance, research and de- 
velopment and, in fact, all other business functions must be- 
come totally market minded if there is to be profitable market- 
ing. In his hypothesized 1970 economy, Mr. Keener antici- 
pates ‘severer competition and dramatic changes in the 
product-mix to make the most of a startling rise in consumer 
discretionary income reaching 200% above the 1957-1958 


[Continued on page 371] 
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Changes in Concentration in Manufacturing 


Some findings from a forthcoming Conference Board Study in Business Economics 


LTHOUGH the term “concentration” has many 
meanings, all are based on the premise that rela- 
tions between the size of companies and the size of 
markets are significant measures of market structure. 
Whether used loosely or with precision, the term always 
refers to the percentage of a market or markets ac- 
counted for by a small number of companies with the 
largest shares of such markets. 


Basis of the Study 


The most recent across-the-board measures of concen- 
tration in manufacturing are assembled in a 1957 “‘Re- 
port on Concentration in American Industry” that was 
made by the Subcommittee on Antitrust and Monopoly 
to the Senate Committee on the Judiciary. Despite the 
array of data presented in the 756-page report, the ob- 
served degree of concentration can never be read as a 
simple set of facts, since the figures vary in meaning with 
the way the markets are defined and the way that the 
market shares of the largest companies are measured. 

Such data are often used not only in formulating 


_ public policy on such issues as aid to small business, 


dispersion of government contracts, and administered 
pricing but also on antitrust enforcement. It has there- 
fore seemed appropriate for Tam CONFERENCE Boarp to 
undertake a study of how the Subcommittee ratios are 
constructed and what they show. Since an analysis of all 
information presented in the report was not possible, the 
present study was confined to data on concentration in 
value of shipments in 1954 and changes in concentration 
between 1947 and 1954, 


Limitations of the Data 


The ratios in the Subcommittee report are based on 
information collected as part of the United States 
Census of Manufactures. The classification system on 
which this census is based was not designed to reflect 
competitive markets. It is, therefore, not surprising that 
of the twelve tests for the reliability of industry ratios 
suggested in the Board’s study, only two (and these in 
part only) can be systematically applied, either because 
of lack of data or because of the prohibitive cost of 
first-hand market-by-market analysis. 


. Findings on Trends 


If the concentration ratios of the Subcommittee’s 
report are taken seriously despite their limitations, re- 
sults for first-four company ratios emerge as follows: 


The observed degree of concentration is a function of the 
breadth of industry classification. The study shows, for example, 
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that industries with the highest concentration ratios are, on the 
average, less than half the size of industries with the lowest 
concentration ratios. 


The same number of industries—nine—had concentration 
ratios of 90% or more in 1947 and in 1954. At the other 
extreme, there were nineteen industries with ratios of 9% or 
less in 1947 and twenty-two in 1954. 


Of the 447 industries, 145 had increases in concentration 
of two percentage points or more in the 1947-1954 period, 
while 135 had decreases of two percentage points or more. 

Twenty-six industries had increases in concentration of ten 
percentage points or more between 1947 and 1954, while 
twenty-three had corresponding decreases in concentration. 


The most marked increases in concentration that were com- 
bined with the most marked losses in companies occurred in 
declining industries or in industries which were expanding only 
moderately in the 1947-1954 period. Conversely, the most 
marked decreases in concentration that were combined with the 
most marked increases in companies occurred primarily in 
industries whose shipments were expanding rapidly. 


The data in the Subcommittee report tend fo show that 
wherever there has been large-scale expansion in an industry, 
there have not in general been serious barriers to entry of new 
companies nor have there been large-scale increases in con- 
centration. On the other hand, a high proportion of the industries 
that had major losses in companies and major gains in concen- 
tration were industries where shipments were falling off; or were 
growing to only a limited degree during the period in which 
industry as a whole was expanding rapidly; or were industries 
where new products were being explored. More complete 
findings are contained in the Board's study itself. 


Conclusions are based not on full-scale correlations 
but on examination of extreme changes in industry size, 
numbers of companies, and concentration in the 1947— 
1954 period. The findings are not conclusions concerning 
facts on concentration, but are limited to the specific 
figures in the Subcommittee report. Indeed, the Board’s 
study does not warrant any conclusion that the findings 
concerning trends in concentration would have been the 
same had the market shares of the largest companies 
been measured differently. 

Berry Bock 
Division of Economic Studies 


Quarterly Report from Montreal 


CANADA'S IMPRESSIVE ECONOMIC RECOVERY 


HE CANADIAN economy has now embarked 

upon a new phase of vigorous expansion on a 

fairly broad front. All-time Canadian records have 
been achieved in industrial production, in mining, 
electrical power and gas and nondurables manufacturing. 
New highs have been reached in personal income, per- 
sonal disposable income, personal consumption ex- 
penditure, labor income and weekly wages. More 
persons have jobs than ever before, and, notwithstand- 
ing the fact that more persons have entered the labor 
force, only 3.7% were unemployed and seeking work 
this June as compared with 5.2% in June, 1958. 


SITUATION HEALTHY 


Government transfer payments and aid to residential 
housing have assumed a less important place in the 
economy as the necessity for their support has -di- 
minished. On the other hand, corporation profits, which 
had been falling steadily since early 1957, reversed their 
trend and surged upward during the last half of 1958. 
Preliminary data indicate profits have remained high 
during 1959 but have tended to level off somewhat. 

United States prosperity is well established, and in- 
creased activity there is being reflected in new orders 
for Canadian resource products. The demand has al- 
ready started to show in newsprint, iron ore and 
asbestos; and the export outlook for other products, in- 
cluding aluminum and crude petroleum, is now de- 
cidedly better. 


Transfer Payments from Government, Reaching 
Peak in Final Quarter of 1958, Declinedin 1959 
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The strongest evidence of expansion is given by the 
continued increase in industrial production. In sharp 
contrast to the downward trend of 1957 and the virtual 
stability during most of 1958, the index of industrial 
production (seasonally adjusted and on a 1949 base) 
rose by more than 6% between October, 1958, and 
February, 1959, setting an all-time record of 161.8. 

By April, 1959, the index had climbed to 165.2; in 
May it was holding at just slightly below that level. 
Similar records can be discerned in the individual per- 
formances of mining, electric power and gas utilities, 
and in nondurables manufacturing. Durable goods pro- 
duction advanced by 1114% from October, 1958, to 
April, 1959, but it was still some 414 points off the 
March, 1957, peak. By May, output of these latter 
goods had slipped slightly to stand temporarily at 146.2. 


SOME OF THE HIGHLIGHTS 


The recovery in iron and steel has been significant. 
Canadian steelmakers—with total capacity boosted 
some 6% to 7% over the year—were getting close to full 
capacity operations by midyear. Inventory rebuilding 
was absorbing large quantities of steel, as were the 
prospering automotive and other consumer goods in- 
dustries. Building and heavy machinery firms also ap- 
peared to be placing substantial orders in readiness for 
an early autumn speedup. A satisfying indication of the 
increasing integration of the Canadian steel industry is 
the recent announcement by a Canadian steel cor- 


Corporate Profits, Falling Steadily Since Early 1957, 
Began To Climb Midway in 1958 
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Canadian Industrial Production Has Regained and 
Surpassed Prerecession Peak 
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TOTAL INDUSTRIAL 
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Manufacturing Production Has Risen Above Early 
1957 Levels 
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Canadian Inventory Liquidation During the First Half of 1958 Was the Most Drastic of the Postwar 
Period. Cuts Gave Way to Net Accumulation in the Third Quarter, with Large Build-up 


Occurring in Early 1959 
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poration of construction plans for Canada’s first wide- 
flange beam mill. 

Net generation of electrical power, often regarded as 
a sensitive barometer of business activity, amounted to 
46 million megawatt hours in the first five months of 
1959, an increase of almost 6% from the year before. 
For May, the Canadian increase was nearly 10%. 


INVENTORY EXPANSION SIGNIFICANT 


Total output of goods and services in the economy 
rose to a seasonally adjusted annual rate of $33.4 billion 
in the first quarter of 1959. This represented a 2% rise 
over the level of the fourth quarter of 1958 and a 4% 
increase over the level of 1958 as a whole. Responsible 
for the general increase were a 2% rise in consumer 
spending over fourth-quarter levels and a $684-million 
accumulation in inventories. The resumption of business 
inventory building, following three quarters of liquida- 
tion and two of minute acquisition, absorbed $432 
million of the over-all inventory figure. Consumer spend- 
ing had increased every quarter to record a total gain of 
$2.1 billion between the first quarter of 1957 and the 
first quarter of 1959, an amount almost equal to the 
total increase in gross national product during the same 
period. The latest increase of $416 million was less than 
the 3% gain recorded between the third and fourth 
quarters of 1958, but included a relatively large in- 
crease of more than 414% for durable goods. Spending 
for nondurables rose by about 1% and services in- 
creased by slightly more than 2%. 


1958 1959 


The continued willingness of consumers to spend did — 
not keep pace with their gains in income after direct 
taxes. Personal savings thus reached abnormally high 
peacetime levels in 1958, and, despite increased spend- 
ing in the latter half of the year, continued into 1959 at 
a record rate. Consequently, until they decide to loosen 
their purse strings further, Canadian consumers possess | 
a heavy reserve of spending power. 


LATEST TRENDS 


Labor income advanced by 314% in the first quarter - 
of 1959, the largest increase in almost three years. This 
means that the increase in personal income mirrored a 
lesser proportion of transfer payments, pointing to a 
drop in unemployment insurance payments as employ- 
ment conditions improved. That a further improvement _ 
took place in the second quarter of 1959 is indicated by 
further advances in weekly wage rates and over-all 
employment figures. : 

Personal income is continuing to advance through 
1959, but in the’second half the tax collector will take a 
bigger bite. Increases in personal income taxes an-_ 
nounced in the April budget came into effect on July 1, 


-and in October larger levies for unemployment insur- . 


ance purposes will be inaugurated. 


EMPLOYMENT PICTURE BRIGHTER 


Although the employment picture still left something 
to be desired—during the labor force survey week end- 
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Industrial Employment Was Slow To Regain Lost ing June 20, there were 234,000 Canadians (198,000 

Ground, But Has Improved in Recent Months men and 36,000 women) listed as unemployed—the 
picture was brighter. An estimated 6,053,000 persons 
had jobs, representing an all-time high that was just 
slightly above the June, 1957, peak of 6,047,000 em- 
ployed Canadians. Only one local labor market area 
(Sydney, Nova Scotia) was listed as having a sub- 
stantial manpower surplus as compared with twenty- 
seven areas classified in that category last June. Fifty- 
one areas were classified as having moderate surpluses 
INDUSTRIAL and fifty-eight were declared in balance. Last June the 
COMPOSITE comparable figures were sixty areas with moderate 
surpluses and only twenty-three in balance. The labor 
force as a whole comprised about 84,000 more persons 
than a year earlier—a smaller increase than usual be- 
cause of lessened immigration. 

Recalls and new hirings picked up in manufacturing 
industries as employers decided that a lengthened work- 
week could not adequately fill requirements for produc- 
tion workers. At the same time the continuing growth 

‘: . A in output affected hiring in most major industry groups 
160 Beemer reco Maipeapdusirialisectors and added further impetus to the hiring of office and 
sales help and white-collar workers generally. Since the 
white-collar and service groups had not suffered to the 
same extent as production workers during the recession, 
the incidence of new hirings in these classifications was 
satisfying evidence of expanded job opportunities. 
Nevertheless, as the charts indicate, the “technological 
unemployment” produced in some sectors by. the re- 
cession still persisted and provided disturbing evidence 
of structural maladjustments in certain areas. 


1957 1958 1959 


CONSTRUCTION 4 
EMPLOYMENT AUTOS A QUESTION MARK 


Automobiles were undoubtedly the biggest single 
factor in the durable goods recovery. Sales of passenger 
automobiles during the five months ended May, 1959, 
increased by about 15% over the same period in 1958, 
reaching more than 197,000 units. Of these, 45,481, or 
23% of the total, represented vehicles of British and 
European make. In dollar terms, the European and 

British cars accounted for just over 15% of the total 

MINING 

EMPLOYMENT passenger cars sold from January to May. When all 

commercial vehicles are considered, the British- 
European sales from January to May represented an 
increase of more than 21% in units and almost 14% in 
dollar value. 

This preference of Canadians for less expensive im- 
ported cars is understandable in view of the dollar 
economies offered to consumers who like the United 
States standard of living but, falling short of United 
MANUFACTURING States income levels by as much as one fourth, like itina 

EMPLOYMENT budget package. Nevertheless, the situation poses 
serious problems for the Canadian automobile industry. 
In the first quarter of 1955, imports of passenger auto- 
mobiles amounted to 9% of the total domestic supply, 


100 


1957 1958 1959 - with a mere one third of these being European and 
Seen sot general Aare cota British in origin. Imports amounted to just over 10% in 
Index numbers: 1949 =100; seasonally adjuste ‘ . eae 
SSiee Garalalsh Boreay of Stattatica the second quarter, and this time 57% were of British or 
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Selected Canadian Economic Indicators—Monthly Series 


Durables Nondurables pie 4 
Industrial Manu- Manu- Manu- Consumer Wholesale Labor Earnings in Retail 
Year and Month Production! facturing facturing facturing Prices Prices Income? Manu- Sales? 
(1949=100) Production! Production! Production! (1949=100) (1935-1939= (Billions of facturing (Millions 
(1949=100) (1949=100) (1949=100) 100) dollars) (Dollars of dollars) 
: per hour) 

1956, Janiary an..: porstenes oe 148.7 139.4 143.1 136.2 116.8 222.0 13.9 1.47 1,131.3 
February sta. eoevee te 149.4 140.1 144.6 136.3 116.4 922:9 14.1 1.48 1,120.2 
Maren aes 240 2 cc tiie Ae 151.7 142.1 149.1 136.2 116.4 293.3 14.2 1.50 1,172.8 
Aprils ots. eee ee 154.7 146.1 154.0 139.4 116.6 224.6 14.4 1.51 1,161.0 
May ai eeet ents Jaane 152.8 143.8 152.5 136.3 116.6 225A 14.6 1.52 1,166.5 
Abit peas hee fee ae okey. 155.1 145.9 154.5 138.6 117.8 226.5 14.7 1.53 1,206.6 
DULY eis Aes oF eee era oe 156.7 147.5 158.1 138.5 118.5 226.6 14.9 1.52 1,182.6 
ANI Gusts Nae. Soke ati eee 155.7 145.1 153.6 137.8 119.1 297.0 14.9 1.52 1,214.0 
Septemberzcji.wis - ce. sae ior (ell 147.0 155.1 140.0 119.0 297 A 15.1 1.53 1,229.2 
October. 8 ise ee 158.2 147.7 157.1 139.6 119.8 227.0 15.2 1.55 1,161.0 
November]... 606 ere 158.7 147.5 157.4 139.1 120.3 226.6 15.3 1.56 1,227.1 
December. Gree ewe oe 159.3 148.9 157.9 141.3 120.4 228.0 15.4 1.58 1,234.7 

LDS Tay SaNUAry sauce ee eee 157.2 146.2 153.7 139.9 120.3 299.2 15.4 1.58 1,206.0 
Pebrilary. 2: 440 ob We Sees 158.9 147.7 153.9 142.4 120.5 298.2 15.5 1.58 1,246.1 
March i55....%, Ae i eae 159.5 147.9 154.0 142.7 120.5 298.4 15.7 1.59 1,270.7 
Aprilia eet sere ee ree 156.9 144.2 149.7 139.5 120.9 228.5 15.7 1.60 1,199.9 
MVMiay2 Sees ae soe ee 157.7 144.4 149.7 139.9 121.1 228.0 15.9 1.61 1,209.7 
June.) 6268 ck ope 156.4 143.6 147.5 140.3 121.6 298.1 15.9 1.61 1,225.1 
JULY Sy ch een dae ee 155.4 143.2 146.0 140.8 121.9 228.2 16.0 1.60 1,165.1 
ATIGUSG LE Ve min dee ken oe 155.3 143.0 145.3 141.0 122.6 227.6 1641 1.60 1,255.1 
September... 2... 5.2.4: 152.9 139.8 139.9 139.7 123.3 227.0 16.0 1.60 1,210.5 
October. (3.53 <eeeeee 151.8 138.8 139.4 138.2 123.4 225.0 15.9 1.63 1,173.0 
November: 32.5.7 oar. 151.3 139.0 141.0 137.4 123.3 Q24,1 15.9 1.64 1,255.9 
(Decembere.5 ese ae 149.1 134.5 136.5 132.8 123.1 296.1 15.9 1.66 1,226.7 

1958 > January cer eee 150.8 135.6 138.0 133.6 123.4 297.0 15.8 1.64 1,276.1 
Mebruary 60. ee ere 151.6 136.4 137.9 135.1 123.7 227.8 15.9 1.65 1,265.8 
Marelt.37) 442" eee 151.3 136.5 136.8 136.2 124.3 228.3 16.0 1.66 1,263.8 
Apnl eas oh ite eee 151.0 136.7 136.7 136.7 125.2 228.1 16.1 1.66 1,238.1 
May cen noe «eee eee 154.4 140.2 140.4 139.9 125.1 228.3 16.3 1.67 1,267.1 
DUNE Se year Aue ee 153.3 139.2 139.4 139.0 125.1 227.6 16.1 1.67 1,223.0 
Oly eee eee, tae a een 151.8 137.9 134.8 140.4 124.7 227.3 16.2 1.66 1,205.4 
Angustincsceee ree coe 150.3 136.9 132.7 140.5 125.2 O97 0. 16.2 1.64 1,267.1 
September.............. 151.0 136.5 132.8 139.7 125.6 907.4 16.3 1.64 1,187.4 
Octobers, 2485208 eee 152.2 139.4 133.9 144.0 126.0 222 16.3 1.66 1,262.3 
Novyembens. 2%). oo..44: 155.1 142.2 136.6 146.9 126.3 228.8 16.4 1.67 1,314.7 
December: : 2 - acct 156.8 142.2 142.2 142.1 126.2 929.3 16.7 LL 1,261.8 

1959 | Janaryy,. soc: ue ee 159.1 143.7 143.4 144.0 126.1 299.7 17.0 1.70 1,346.0 
Webruaryee ss oe eee 161.8 145.6 146.7 144.7 125.7 230.8 16.9 1.71 1,329.1 
March’ 55.2 > tie dee 160.9 144.7 145.7 143.8 125.5 230.8 17.1 1.72 1,300.4 
April oe hh te. ae eee 165.2 149.1 149.4 148.9 125.4 231.2 17.2 1.72 1,298.3 
May reenact eee 164.4 147.8 146.2 149.2 125.6 931.2 n.a. 1.73 n.a. 
JUNE: NER. bois 7 ee n.d. n.d. n.d. n.d. 125.9 230.7p n.d. n.d. n.d. 

1 Seasonally adjusted 2 Seasonally adjusted at annual rates 3 Seasonally adjusted monthly rate Source: Dominion Bureau of Statistics _ 
n.a,—Not available p—Preliminary 
Selected Canadian Economic Indicators—Quarterly Series 
Gross Personal Expenditures Expenditureson Outlays on Exports of Imports of Corporation Consumer 
Year and National Consumption on Residential Nonresidential Machinery and Goods and Goods and Profits before Credit 
Quarter Product! Expenditure! Construction! Construction! Equipment! Services? Services! Taxes! Outstanding? 

1956 (fF .2: 29.1 1S Sa 1.6 2.2 2.4 6.2 74 3.3 MAA 

Thee. 29.9 18.5 1.6 2.5 2.6 6.5 Tere 3.3 1.7 
EVE os a 30.4 18.8 1.5 2.7 28 6.4 (ts 53) 1.8 
Lee 31:3 19.2 1.4 29 2.9 6.4 8.0 Se) 1.9 

M054 . plc. 31.2 19.6 Ls 3.1 3:1 6.4 8.0 oe 1.9 

lu IAP 31.3 19.6 1.4 3.1 2.9 6.2 7.9 3.1 1.9 
TEES 31.6 19.9 1.4 ood aye 6.5 7.9 2.9 1.9 
Vee 31.4 20.0 1.5 3.1 2.5 6.4 7A 28 1.9 

1958 I... $1.5 20.5 1.6 2.9 2.4 6.3 Mae 2.7 19 

Thee Eyed 20.5 Ma 2.9 3. 6.3 ie Oe 1.9 
100 bee 32.4 20.6 1.8 2.8 2.3 6.1 7.3 2.9 1.9 
BY O53 327 1.3 1.9 alF 2.3 6.4 Tfesth 3:3 1.9 

1050 BLS: 33.4 ATS 1.7 2.6 2.3 6.3 7.8 n.d. a. 

1 Seasonally adjusted annual rate 2 Seasonally adjusted consumer credit outstanding at end of each quarter Source: Dominion Bureau of Statistics — 


n.a.—Not available 
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Gross National Product: Almost 4% Gain in First 
Quarter Over 1958 Average 


$35 
30 
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Billions, seasonally adjusted annual rate Source: Dominion Bureau of Statistics 


European origin. In 1959 the equivalent percentage for 
imports was 25% of total domestic supply in the first 
quarter, with more than 78% of all imports coming from 
the United Kingdom or Europe. This proportion appears 
to have been even higher during the second quarter. 
It remains to be seen whether the decision of all 
except one of the United States “compact” car manu- 
facturers to produce their models in Canada will stem 
the tide by giving the Canadian consumer a serviceable 
car which he feels he can afford. If domestic manufac- 
turers do not succeed in convincing Canadians that 
they can do this, a further shift to European models may 
occur. At present there is no indication as to what, if 
any, action the Canadian Government might be pre- 
pared to underwrite in order to promote the purchase of 
cars manufactured in Canada. Positive inducement 
aimed at encouraging overseas firms to produce in 
Canada is a possibility favored by auto workers. 


FEWER CARS ON CREDIT 


Meanwhile Canadian auto purchasers are not hasten- 
ing to load themselves down with credit. In the first 
quarter of 1959 only 30% of all domestic car sales were 
financed through sales finance companies. This repre- 
sented the lowest levels since the early 1950’s, when 
credit terms were relatively stringent. 

In the five-month period from January to May, the 
number of new passenger automobiles financed dropped 
almost 4%, although the amount of financing rose very 
slightly (less than 14%). Financed sales of used passen- 
ger cars were down by more than 11% in volume and by 
8% in value during the same five-month period. 

Consumer credit as a whole is not yet reflecting 


marked expansion. When allowance is made for seasonal . 


factors, consumer credit outstanding—which rose by 
38% from the end of 1954 to the end of 1956—is seen to 
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Consumer Income and Spending Continue To Climb 


PERSONAL 
DISPOSABLE 


PERSONAL 
CONSUMPTION 
EXPENDITURES 


1956 1957 1958 1959 


Increased Consumer Spending Is Evident in Each of 
the Major Spending Categories 


URABLES 


1956 1957 1958 1959 


Billions of dollars; seasonally adjusted annual rate 
Source: Dominion Bureau of Statistics 
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have flattened out through 1957 and early 1958. After 
undergoing a very slight decline in the middle part of 
1958, outstanding consumer credit had only returned to 
its previous level by the end of the last quarter. 

Balances outstanding on the books of all sales finance 
companies at the end of May, 1959, were down, on a 
nonadjusted basis, more than 2% from last May’s total 
of $1,054 million. However, cash personal loans and in- 
stalment credit held by small-loan companies at the 
end of May had risen by almost 11% over last year, 
while accounts receivable held by department stores 
rose by just over 714%. 


POPULATION GROWTH SLOWED 


Canada’s population and hence her domestic market, 
added 394,000 consumers over the past year to reach a 
total of 17,442,000 in June, 1959. This increase of 2.3% 
was considerably less than the 2.8% and 3.2% of the 
two preceding years. It was also less than the annual 
growth of 2.9% recorded for Canada between June, 
1951, and January, 1958, but substantially higher than 
the 1.7% annual rate achieved by the United States 
between April, 1950, and January, 1958.1 

The decrease in population growth was entirely owing 
to reduced immigration which resulted from a deliberate 
change in the Canadian Government’s immigration 
policy following the onset of the recession. The actual 
decline in immigration between June, 1958, and June, 
1959, from the previous year was about 80,000 persons, 
but this loss was partly made up by a rise in natural 
increase, plus a decrease in emigration from Canada. 


IMPORTS AND EXPORTS UP 
Merchandise imports were up by about 8% in the 


first five months of 1959 over the corresponding period 


a year earlier. While purchases of farm and nonfarm 


1 Statistical Bulletin of the Metropolitan Life Insurance Company, 
December, 1958 


machinery and rolling-mill products accounted for part — 
of the increase, consumer goods were the largest con- — 
tributing factor. Imports of automobiles and parts in- — 
creased by more than 39% in the January-to-April 
period. Books and printed matter were up by 13% in — 
the same period. ; 

Commodity exports were down by 3% from 1958 in 
the January-to-May period, but bounced back in June © 
to reach $520 million—the first time that monthly ex- — 
ports have exceeded half a billion. This healthy show- 
ing resulted in an increase of about 144% the first 
six months of 1959 over 1958. Products such as cattle, 
aircraft and wheat—which had bolstered the Canadian 
export segment of the economy throughout the reces- 
sion—were giving way to increased shipments of lum- 
ber, wood pulp, iron ore and farm machinery. Uranium 
continued to rise in importance, although its longer- 
term future, particularly after the termination of 
United States contracts in 1962, seems obscure. 

The big increase in Canadian export sales was in 
shipments to the United States, which this June were 
up by more than 37% over June, 1958, and by 10% for 
the first half. Thus Canadians were cashing in on the 
solid expansion under way in the United States. The 
extent to which the cut-in will be affected by current | 
labor-management difficulties in the United States 
resource-using industries will depend largely on the © 
extent to which the difficulties south of the border 
persist. The length of the steel strike may be especially 
important, inasmuch as four fifths of Canadian iron 
ore exported goes to the United States. 

Unfortunately, the encouraging half-year rise in 
exports to the United States was partially offset by 
lessened sales to other foreign markets. Exports to the 
United Kingdom were off by 1%, to other Common- 
wealth countries by 14%, and to all other countries by 
almost 16%. Besides giving alarm to those who see 
inherent danger in undue Canadian dependence on one 


Personal Saving in Canada, Reaching Record Peacetime Levels in 1958, Continued into 1959 
at High Rate 
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foreign market, this was bad news for many goods 
manufacturers in Canada. The United States, albeit a 
heavy and enthusiastic user of many Canadian raw and 
semimanufactured resource materials, has not shown a 
similar enthusiasm for fully fabricated Canadian goods. 
Consequently, a number of Canadian manufacturers 
were reluctantly facing increased prospects of limitation 
of their own relatively small domestic market and find- 
ing therein a heightened exposure to competition from 
foreign sources. 

A brighter outlook in some export industries may 
result from the recent news of heightened activity in 
Europe. Another ray of encouragement to some in- 
dustries resulted from announcements that joint defense 
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Mixed Tendencies in Canadian Consumer Prices 
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subcontracts would be let in Canada and that a Cana- 
dian engineering firm had obtained a substantial order 
for United States turbines. 


THE TRADE GAP 


Because of the larger increase in merchandise imports 
relative to exports, Canada’s trade gap had once again 
begun to widen. Nonmerchandise transactions, such as 
interest and dividend payments to nonresidents and 
net travel expenditures of Canadians for travel abroad, 
have also shown a tendency to increase; in the first 
quarter of 1959 they incurred a peak deficit of $262 
million, bringing the adverse balance of payments to a 
record $450 million in the period ended March 31. 
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Regular Coverage of Business Conditions in Canada 


The Conference Board's Chartbook of Current Business Trends in Canada provides a broad yet 


compact coverage of current Canadian business conditions, presenting over one-hundred economic 
indicators in graphic form. Monthly data sheets from which the charts can be kept up fo date will 


be mailed on. request. 


Address orders or enquiries to the Board's Canadian office at 505 Dorchester Street West, Montreal, 


Canada or the New York office at 460 Park Avenue. 


Canada’s deficit on current international transactions 
was financed as it has been in recent years—by an inflow 
of foreign capital. One fact stands out in contrast to 
recent years, however. A larger proportion of the capital 
inflow during the past year has resulted from the borrow- 
ing abroad of Canadian companies and especially 
Canadian governments. Recent figures indicate, for 
instance, that more than 40% of new provincial bond 
issues over the past fiscal year were raised in the New 
York money market, one of the reasons for the at- 
tractiveness of New York being the increase in Canadian 
interest rates relative to those in the United States. This 
spread was close to 1% on long-term government bonds 
at the beginning of July. At the same time, the flow 
of funds from foreign parent corporations had decreased 
by about $15 million and the capital inflow from the 
sale of new security issues was down by $35 million from 
a year earlier. 

The sharp increase in borrowing abroad in early July 
brought the Canadian dollar to a premium of about 5% 
over its United States counterpart, the highest level in 
almost two years. The premium hassince declined slightly 
but at noon on July 22, the United States dollar was still 
at a discount of 436% in terms of the Canadian dollar. 


INVESTMENT OUTLOOK 


The least buoyant sector of the recovery thus far 
pertains to new capital investment. But. even here 
things are looking up. The Department of Trade and 
Commerce showed January capital spending intentions 
by Canadian businessmen, governments, institutions 
and homebuilders as amounting to $8.3 billion, in com- 
parison with $8.4 billion spent in 1958. The midyear re- 
view of these plans now calls for outlays of more than 
$8.5 billion, an increase of almost 3% over that planned 
at the beginning of the year. This increase is particularly 
gratifying in that the new strength in capital investment 
results from changes in the plans of business, rather than 
those of government. As the Mid-Year Review remarks: 


“On the whole, the results of the midyear survey of in- 
vestment intentions reflect increasing business confidence. 


More new projects are being initiated than was the case in 
1958. Where business establishments have revised their in- 
vestment plans these revisions have been preponderantly 
in an upward direction. Respondents in the midyear survey 
were asked to outline the reasons for any changes in in- 
vestment plans. The most frequent reason given for ex- 
panding a capital program. was that the longer-run sales 
outlook had improved. The principal area of difficulty re- 
ported was in the cost and availability of external financing. 
However, relatively few firms had reduced or postponed 
their programs for this reason. .. . the accomplishment of 
present investment plans will mean that construction activ- 
ity will reach record heights in 1959 and that spending for 
machinery and equipment will reverse the downward trend 
evident last year. While the year-over-year increase planned 
in capital spending is fairly modest the realization of the 
program outlined will involve a substantial increase over 
the rate of activity in the first quarter. It may be expected 
that capital expenditures will exert a strong expansive in- 
fluence on the economy in the latter part of the year.” 


NO INFLATION AT PRESENT 


Although there is considerable fear of inflation in 
Canada, price trends do not bear it out at the present 
time. This year the Senate of Canada instructed its 
Standing Committee on Finance to “study the threat of 
inflation in Canada” and to “send for persons, papers 
and records” essential to that study. The committee 
sat, heard witnesses, asked questions and compiled a 
report? which appraised the existing situation as follows: 


“There was virtually unanimous agreement among those 
who gave evidence to the Committee that there was no 
actual inflation at the present time, as indicated by the 
relative stability of the consumer price index over the past 
year. The problem rather is one of the possibility of re- 


1 “Private and Public Investment in Canada, Outlook 1959—Mid- 
Year Review,” published by the Department of Trade and Com- 
merce, Ottawa, Canada 

2 “Proceedings of the Standing Committee on Finance on the 
Threat of Inflation in Canada,” No. 11, Report of the Committee. 
Tuesday, July 14, 1959. Available from the Queen’s Printer, Ottawa, 
Canada ; 
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newed inflationary pressure as full capacity output of the 
economy is approached. It was emphasized that despite the 
‘encouraging recovery in business there was still unemploy- 
ment and a good deal of unused capacity in industry. Con- 
sequently the present position was not one in which there 
are ‘too many dollars chasing too few goods.’ The output 
of goods and services can be increased further by a con- 
siderable amount before full industrial capacity is attained. 
Also, it was pointed out that the deficit position of the 
federal government has improved significantly since the 
last Budget and that the deficit is likely to be overcome in 
the relatively near future as revenues rise following con- 
tinued improvement in business. This assumed, of course, 
that in the meantime expenditures will not be materially 
increased.” 


v 


The over-all outlook in Canada, then, appears to be one of 
restrained optimism and fairly impressive prosperity for the 
immediate future. At the moment there is no indication of capital 
investment or export activity of the magnitude which spurred 
Canada’s massive boom in 1955-1956. It is interesting to recall, 
however, that observers are traditionally short sighted at this 
stage of the recovery, and in early 1955 few could be found 
who would predict the gigantic developments of the next two 
years. 

BarBAaRA HENNEBERRY 


Canadian Office 


Business Forecasts 
[Continued from page 360] 


average and an increase in real disposable income for the age 
twenty to thirty-nine group somewhat faster than the 45% 
national average. The B. F. Goodrich head sees the need for 
marketing to assume a much greater responsibility for ade- 
quate profits. He would rename Market Research to Market 
Research and Development, and apply the whole field of Re- 
search and Development more directly to the market place.” 


The Commercial and Financial Chronicle, July 9, 1959 (Re- 
marks from “Mid-Year Survey of the Tax-Exempt Bond 
Market,” Halsey, Stuart & Co.) —“The outlook in the months 
ahead is for continued strong competition for funds among 
three principal contestants: (1) industry, where management 
sights are being raised on modernization expenditures; (2) 
the various states, counties, cities, districts, commissions and 
other governmental units, which in 1957 numbered close to 
100,000; and (3) the Federal Treasury which, in addition to 
substantial refundings, will have to raise new money es- 
timated at from $5 to $10 billion in the second half of 1959. 

“Further increases in volume of financing may result in 
higher interest costs, but the attractive yields already avail- 
able from tax-exempt bonds are making a wider and wider 
appeal to individuals and to the many institutional and cor- 
porate investor groups.” 


First National City Bank Monthly Letter (July, 1959)— 


“Recent surveys of capital appropriations, new orders, and. 


contracts placed all point to a sustained rise in investment 
extending into 1960. A survey by the Securities and Exchange 
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Commission and the Department of Commerce in May in- 
dicated that business spending on new plant and equipment 
would reach $32.6 billion during 1959, an increase of 7% over 
1958; three months earlier, business had planned to boost 
spending by only 4%. 

“The strong and nearly unanimous advance in activity 
during the first half of 1959 has led to widespread expectation 
that the upsurge will continue. The momentum for a renewed 
rise, once a steel settlement is reached, is certainly there, but 
the advance is unlikely to be so steep. While inventory ac- 
cumulation will go on, the extra stimulus which comes with 
moving from liquidation to accumulation will be missing in 
the year ahead. Instead of the $13 billion pumped into the 
economy by the fiscal 1959 federal deficit there will be a more 
nearly balanced budget. There is still room before we reach 
the limits of manpower, materials, and industrial capacity, 
but each advance carries closer to those limits.” 


Business Bookshelf 


The Pros and Cons of Motivation Research—A collection of arti- 
cles reporting the views of a number of leading advertising 
men and psychologists on motivation research. Published by 
Advertising Age, Chicago, Illinois, 1958, 112 pages. $1.50. 


Progress in Nuclear Energy, Law and Administration—This book 
consists of two volumes. Volume one contains articles on the 
legal and administrative aspects of nuclear energy written 
by outstanding authorities in the field, including discussions 
of patents and inventions, Euratom, activities of state gov- 
ernments and insurance. The second volume sets forth 
legislative and administrative procedures and practices of 
various countries engaged in nuclear activities. It includes 
commentaries on the atomic energy laws of the country, as 
well as the laws and regulations relating to atomic energy. 
International agencies and typical bilateral agreements are 
also given. Edited by Herbert F. Marks. Pergamon Press, New 
York, 1959, 994 pages. $26.50. 


Organization for Production—A textbook on industrial organ- 
ization and management. All activities of the manufacturing 
enterprise, including finance and general accounting, are 
covered. By E. 8S. Roscoe. Richard D. Irwin, Inc., Homewood, 
Illinois, 1959, 525 pages. $8.10. 


Sales Promotion That Gets Resultt—How companies’ marketing 
activities can be made more effective through the use of the 
right sales promotion strategy. By Howard M. Turner, Jr. 
McGraw-Hill Book Company, New York, 1959, 258 pages. 
$6.50. 


Production Planning and Inventory Control—The author presents, 
along lines of operations research thinking, ideas and tech- 
niques of inventory control and production planning. 
Charts, forms, and tables supplement the text. By John F. 
Magee. McGraw-Hill Book Company, New York, 1958, 333 
pages. $7.50. 


Guided Missiles—This book is a combination guide, reference 
book and primer for people concerned with the handling and 
operation of guided missiles. Topics include the story of 
guided missiles, aerodynamics of guided missiles, propulsion 
of guided missiles, components of guided missile systems, 
guided missile tactics, and many other subjects dealing with 
their operation, design and theory. Sponsored by the Depart- 
ment of the United States Air Force. McGraw-Hill Book 
Company, New York, 1958, 575 pages. $8.50. 


Table 1: Actual Output vs. Trend Values in 1958, and U.S.S.R. Production Goals for 1960 and 1965 


Industry and Country Unit 


Steel U.Sista: bas ictonta eee de teen Millions of tons 
Steel, UuS SiR ae a eno aint, 2 nee Millions of tons 
Coall AS. Seach cas Bo eee Thousands of tons 
Coal, U.S .SiRi. ae ota kel Be ache ae Thousands of tons 
Petroleum; U.S... 2 a: Pee ees Millions of barrels 
Petroleumy U:S:S Rw. sane k. es Millions of barrels 
HlectriePower, Co.cc See ee Billions kw-h. 
Electric Power, U.S.S.R.........5....05-- Billions kw-h. 
Gement 028 cia adajak eee 4 Le oe ae Millions of barrels 
Cement] SIS Rea a ae ee cee ae Millions of barrels 
Copper; USi20 ns sei eee eee Thousands of tons 


Thousands of tons 


Deviation from Trend U.S.S.R. 
1960 1965 
Actual Trend Actual Per Cent Goal Goal 
85 90 — 6 — 6 se ae 
61 47 + 14 +30 75 95-100 
427 590 —163 —28 as oie 
548 501 + 47 +9 654 657-671 
2,449 3,099 — 650 —21 ze Pie 
825 503 +322 +64 980 1,670-1,742 
724 609 +115 +19 os os 
235 200 + 35 +18 320 500-520 
311 198 +113 +57 ee 
196 105 + 91 +87 322 n.a 
990 957 + 33 + 3 a. 
n.d. 395 n.d. n.a. n.d. n.a 


Copper. Ss. Asta ei ieee a At 


1 Includes anthracite, bituminous, and lignite 


The term “tons” as used in this table and throughout the text refers to short or net tons (2,000 pounds) 


Data for 1958 are preliminary 
n.a.—Not available 


Growth Patterns in Industry: U.S.A. vs. U.S.S.R. 


Union has been a matter of great concern in recent 

years, particularly since its rate of growth has 
apparently exceeded that of the United States. Late in 
1958, Premier Khrushchev promised that the new 
Russian economic plan would enable the U.S.S.R. to 
achieve the highest rate of per capita production in the 
world by 1970, exceeding that of the United States. He 
also indicated production goals for 1965 that were well 
above actual Soviet output in 1958 for such key com- 
modities as steel, coal, petroleum, and electric power. 
These goals, if achieved, would mean a continuation of 
the swift growth that has already occurred in the cur- 
rent postwar era. 


[oo RAPID economic expansion of the Soviet 


Some of the Problems 


Many of the comparisons that have been made be- 
tween the U.S. and the U.S.S.R. have been based upon 
measures of aggregate growth, such as indexes of over- 
all output or of output of broad industry sectors.! Such 
a procedure is used to obtain a picture of the respective 
over-ali economies, but it also has its limitations. 

“Indexes of over-all output, such as those showing 
national income and gross industrial output,”’ states the 
“Statistical Handbook of the U.S.S.R.,’? “greatly 
exaggerate the actual growth of Soviet production, 
certainly up to 1950 and possibly thereafter.”’ The study 

1 Two examples of such studies are: “Soviet Economic Growth: A 
Comparison with the United States,” a study by the Joint Economic 
Committee published in 1957; “The Tempo of Soviet Industrial 


Expansion,” by F. Seton, an article appearing in the February, 1958, 
issue of the Bulletin of the Oxford University Institute of Statistics 


2 Tur CONFERENCE Boarp, Studies in Business Economics, No. 55, 
introduction, additional tables, and annotations by Harry Schwartz 
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further states that Soviet data are most trustworthy 
when they are expressed in simple physical terms, as in 
the series shown here, and are also more reliable when 
available over a continuous period of time rather than 
for selected years. Virtually all the Soviet data used in 
this current study were released by the Central Statis- 
tical Administration! of the U.S.S.R. 


Industries Selected 


Six industries—steel, coal, petroleum, electric power, 
cement and copper—were selected on the basis of 1m- 
portance to the economy of both nations and on the 
availability of a continuous and long-term series of data. 
In the case of steel, coal and petroleum, data were also 
available for Czarist Russia; these series are also 
analyzed in this article. 

Restricting the analysis to a specific number of com- 
modities also has limitations. For example, confining 
the analysis for metals to steel and copper means that 
the rapid growth in the use of aluminum in the United 
States—part of which has been at the expense of the 
other two metals—is entirely overlooked. A similar 
point can be made with respect to the Soviet Union. We 
have examined the growth there of the cement industry, 
which might be said to be representative of that coun- 
try’s construction industry. In doing so, we have not 
taken into account the rapid rise in the output of lumber, 
which is used extensively there for construction pur- 
poses. In 1946, for example, lumber production in the 
Soviet Union was only one fifth that of the United 
States. By 1957, however, the two countries produced 


1Sources for the data used are the Bureau of Mines, National 
Bureau of Economic Research, and the United Nations 
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virtually the same amount of lumber. Another limitation 
to the approach used in this study is that no attention 
is paid to the uses of the final output of the two econo- 
mies. Steel, for example, is employed in a variety of 
ways and it cannot be deduced from the total output 
of steel what types of goods are being produced. 


Characteristics of Growth Curve Used 


The Gompertz growth curve was used to describe the 
historical pattern of the production series. The curve is 
characterized by rapid growth at the outset of a series 
followed by continued expansion until a maximum value 
is reached. The rate of expansion proceeds by decreasing 
relative amounts throughout the life span of the series. 
Another property of the Gompertz is that there is only 
one “inflection point” for each curve. This is the point 
at which the computed year-to-year increments (in 
absolute terms) cease to increase. From this point on, 
each year shows a smaller increase over the preceding 
year, but the increases continue although they may 
become infinitesimal. The inflection point is also known 
as the “critical year.” This property of the Gompertz is 
a characteristic of the curve itself rather than of the raw 
data. It does, however, give some idea of the stage of 
maturity which an industry has reached. 


Adequacy of Curve 


A study of the accompanying charts will show that 
this type of growth curve does not adequately represent 
the long-term production trend of some of the industries 
shown. In some cases, another type of curve might be 
better suited to describe the long-term sweep, and some 
industries might have broken out of one growth pattern 
into another at some stage in their histories. In certain 
industries, Russian output in the postwar period has 
risen tremendously, indicating the possibility of the 
establishment of a new growth pattern. On the other 
hand, they may be short-term spurts that do not fit into 
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the general pattern of growth. Only time will tell which 
of the possibilities is more likely. 


Single Comparable Measure 


This particular type of growth curve was used be- 
cause of the theory that its characteristics are particu- 
larly well suited to the typical pattern of an industry’s 
growth, 2.e., a rapid rate at the beginning, a flattening 
out of this rate as the industry matures, but never a 
complete decline. Some quarrel could be made with the 
hypothesis, but there are enough elements of truth to 
warrant experimentation with the growth curve. It also 
affords the use of one comparable statistical measure to 
appraise the patterns of growth among industries and 
between countries. 

Data for the United States are continuous except for 
electric power where they were estimated for several 
years in the early part of the series. The data are long 
term in nature and start almost at the beginning of each 
industry. The three series for Czarist Russia begin at the 
same time as their counterparts in the United States 
and end in 1913. The data used for the U.S.S.R. begin 
in 1919 for three of the series and from 1920 to 1923 for 
the remaining three series. In all series data are avail- 
able through 1957 except for copper, for which produc- 
tion figures are not available beyond 1955. No data are 
available for the war years of 1941 through 1944. For 
computation purposes, therefore, the year 1945 was 
treated as immediately following 1940. 

Caution must be used, therefore, in comparing the 
growth curves of each of the countries. In some cases 
we are showing a thirty-year to forty-year growth in a 
Soviet industry compared to eighty or ninety years of 
development of an American industry. The industry in 
the United States would be expected to have reached a 
greater stage of maturity and the rates of growth would 
be expected to be lower than in the U.S.S.R. for any 


Table 2: Percentage Rates of Growth and “Critical” Years 


Industry and Critical 
Country Period Covered Year 1870 
EERE NUL rah MACE NT cue eas «oth: 1870-1957 1919 
RBS. See er ee, oe 1870-1913 1925 
US.S.R 1919-1957* 1947 
MUOAL® WSs ck see arene ee ONY 1860-1957 1894 12.0 
Russia plies. |S nae ee. shi ag 1860-1913 2013 12.5 
RES Sac ee ee en, 1919-1957* 1969. on 
Petroleum’ U\S::..nacie ee. 2 eae 1867-1957 2081 12.0 
ISSA Ye Pet tat 1867-1913 1897 45.2 
Wes oebvese hin cn ser 1919-1957* 1970 as 
Electric Power: U.S............ 1902-1957 2050 
USS.R........ 1923-1957* 1969 
CORSETS OS Nae a Saye 1890-1957 1916 
1 OCMC aaa mann Sie ta Ae 1920-1957* 1950 
Monpers Whois ive ies seis aa eee 1860-1957 1912 14.7 
BEM eA ebererais ae esvarnes 1922-1955* 1947 


* Excluding 1941 through 1944 
a—1955 
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Percentage Rates of Growth 
1910 1920 


1890 1900 1930 1940 1950 


11.9 8.4 5.9 4.1 2.9 2.0 1.4 11 

14,4 9.4 6.2 i ssh A te: tA 

aK ; d 42.6 19.8 9.4 6.0 3.6 

5.1 3.3 2.1 1.4 0.9 0.6 0.4 0.3 

9.4 8.2 7.0 ve 3 Lis 28 fhe 

es A Q1.1 14.3 9.8 7.8 5.9 

9.0 8.1 7.3 6.5 5.8 5.2 4.7 4.3 

11.0 5.5 2.8 th dy cfs 23 Li, 

ae by a 13.3 9.7 ae 5.9 4.7 

10.0 8.6 7.5 6.5 5.7 5.1 

‘ as a 21.4 13.7 10.5 LAs 

23.4 11.2 5.4 2.6 1.2 0.6 0.4 

a fs ae 19.8 10.2 6.8 4.3 

7.2 5.0 3.6 2.7 1.8 1.3 0.9 0.7 
wes ate ws 22.2 10.1 6.3 4.24 
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Steel and Petroleum: Long-term Growth Patterns 


1870 ~=—« 1880 1890 1900 1910 1920 1930 1940 1950 1960 
200,000 rT 7 

THOUSANDS OF TONS 
100,000 ; 


(<Y¥ 
50,000 


United States (1870-1957) 
y =(122586.0) (.0010756) -7654422* 


Russia (1870-1913) 
y =(16843.74) (.0003657) -7585305* 


U.S.S.R. (1919-1957, excluding 1941 
through 1944) 


- y=(73161.63) (0023786) -7280073* 


1,000 


500 


3,000 


MILLIONS OF BARRELS 


PETROLEUM 


1,000 
500 
10 
7 
1870 1880 1890 
100 
50 


Y 


ae RUSSIA. x/ 


United States (1867-1957} 
y =(148506.6) (.0000258) 7890244 


Russia (1867-1913) 
y =(118.8485) (.0004100) -97334022* 


U.S.S.R. (1919-1957, excluding 1941 


through 1944) 
y =(2183.989) (.0124041) -7692011* 


0.2 
1870 1880 1890 1900 1910 1920 1930 1940 1950 1960 
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one particular year since the industry was in existence 
for a much longer period. 

Actual output in 1958 for each industry and for both 
countries are shown in table 1 and are compared to the 
projected trend values for that year. Actual Soviet pro- 
duction is higher than the trend value in each of the 
industries, ranging from 9% for coal to 87% for cement. 
Three of the United States industries were below their 
computed values, with both petroleum and coal falling 
more than 20% below the trend. Electric power was 19% 
above the long-term curve, while cement output was 
more than half again as large as the calculated amounts. 


Soviet Goals for ’60 and ’65 


The table also shows Soviet production goals for 1960 
and 1965. This would mean that the current pace of 
output for some industries would have to be maintained 
or even increased in order to reach these goals. In view 
of the pace of Soviet output in the past decade, these 
future aims cannot be dismissed as unrealistic. The 
ability of the Soviet Union to concentrate on specific 
areas of industry makes the goals seem even more feas- 
ible. For petroleum and electric power, the expected 
Russian production in 1965 is still well below actual 1958 
output in the United States. In steel, while output here 
in 1958 was below the Russian goal for 1965, this country 
has surpassed the 100-million-ton mark as many as five 
times since 1950. During the first six months of 1959, 
steel output topped 60 million tons, and it may be 
headed for an annual record if the steel strike does not 
cut into the total too deeply. Russian coal production 
surpassed output in this country in 1958, but approxi- 
mately one third of the Soviet output is lignite, which 
has much less value in terms of energy produced. 

The second table indicates the critical year (explained 
above) and the rates of growth, by decade, for each of 
_ the industries. A word of explanation is necessary to 
define the term “rate of growth” as used here. In com- 
mon use, it represents the average annual percentage 
rate of change throughout the time period covered. This 
suggests a constant rate of change which examination 
of the series under study shows is not true. Industries 
grow at very different rates at various stages in their 
history. In the Gompertz curve, the actual and per- 
centage rates of change are different at each point on 
the curve. The percentage rates of change are high dur- 
ing the early years of an industry and decline with each 
passing year. Therefore, it is not altogether correct to 
compare the rates of growth in the U.S. and-U.S.S.R. 
in any one year, since in every case the Soviet industry 
“began” later than in the United States and could cur- 
rently be expected to grow at a faster rate. The changes 
in the rates should be studied as well as the years in 
which the “‘critical” stage of growth was reached. 


STEEL 


Production of steel in the United States fell sharply 
in 1958 to 85 million tons, which was below the pro- 
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jected trend value of 90 million tons and the first time 
since 1949 that the trend value exceeded actual pro- 
duction. In 1955, for example, production of steel ingots 
and castings reached an all-time high of 117 million 
tons, while the calculated production was far below at 
87 million tons. 


Early vs. Later Years 


During the early period of steel industry growth from 
1870 to 1900, actual output did not diverge too greatly 
from the trend values, as the growth pattern evidenced 
a fairly steady rise throughout the thirty-year period. 
Beginning with the turn of the century and continuing 
to the present, actual production has at times varied 
greatly from the growth curve, indicating that output 
in more recent years does not coincide too closely with 
the long-term growth trend. Output during the de- 
pression years, as might well be expected, was far below 
the growth curve values and it was not until 1941 that 
the two nearly coincided. The current postwar period 
presents a more puzzling picture: a series of jagged lines 
characterized by the fact that production does not in- 
crease for more than two consecutive years, but still 
remains above the over-all trend in all years except 1949. 

The “critical” year for United States steel production 
was reached in 1919, forty-nine years after the initial 
year of this production series. 

Russian production during the period from 1870 to 
1913 followed the United States pattern fairly closely. 
The rates of growth in Russia, as shown in table 2, were 
higher than in the United States for each decade from 
1880 through 1910. The Russian rate, however, was 
decreasing at a faster pace than that of the United 
States, and by 1910 was only slightly higher. Except 
for a sharp divergence in the late Seventies and early 
Eighties, actual Russian output remained fairly close 
to trend values. Output under the current Russian 
regime rose sharply and steadily from the end of World 
War I to the beginning of World War II. The steepness 
of the growth curve is greater than that of the United 
States during its early period of growth. 

The postwar trend in Russian output indicates that 
the computed long-term growth curve for 1919-1957 is 
not applicable to the period since 1945. A new trend can 
be observed in the postwar period of Russian steel pro- 
duction, which has been rising more sharply than in the 
interwar period. The 1958 output of over 60 million tons 
is well above the projected trend value of 47 million 
tons. A new growth curve that would apply solely to 
postwar production would be more realistic and would 
provide a better basis for observing the current growth 
pattern. 

The “critical’”’ year was reached in 1947, only twenty- 
four years after the first year of production. But since 
the postwar pattern differs greatly from prewar data, 
the critical year is not particularly meaningful in this 
case. 

An examination of actual production data shows that 
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Coal and Copper: Long-term Growth Patterns 


1860 1870 1880 1890 1900 i810 1920 1930 1940 1950 1960 
800 . sorte la 


500 ‘ 
COAL 
MILLIONS OF TONS 
United States (1860-1957) 
y = (627.0932) (.0138199) -7976533* 


Russia (1860-1913) 
y =(2573.032) (.0000506) -7851451* 


U.S.S.R. (1919-1957, excluding 1941 
through 1944) 


y =(2238.218) (.0033308) -7624970* 


2,000 
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500 
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1860 1870 1880 1890 
100 
50 
United States (1860-1957) 
y=(1181.081) (.0025791) -7664430* 
U.S.S.R. (1922-1955, excluding 1941 
through 1944) 10 
y =(601.0894) (0050209) -7238066* 
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Russian output has doubled since 1950—an increase of 
30 million tons. In 1958, United States production was 
below 1950 output and sharp fluctuations occurred 
during the intervening years. Production thus far in 
1959 is well above that of the corresponding period in 
1958. The rate of growth in 1957 was just over 1% for 
the United States and slightly over 3.5% for Russia. In 
its critical year, the U. S. rate of growth was over 4%, 
while the rate for the U.S.S.R. was approximately 7%. 


PETROLEUM 


The petroleum industry in the United States, which 
has just passed its one-hundreth anniversary, faces a 
bright future according to the computed growth curve. 
Based upon the calculations, the industry is still in an 
early stage of growth, and the critical year will not be 
reached for more than one-hundred years. This sounds 
fantastic and means that the industry would have to 
continue expanding at a very rapid rate. It may seem a 
bit unreasonable in view of the fact that current proven 
oil reserves do not appear to be sufficient to meet this 
greatly expanded output, and whether enough capital 
will be available for future exploration and develop- 
ment also remains to be seen. 

During the early growth of the petroleum industry, 
production evidenced wide fluctuations and although a 
general upward trend was noticeable, there were 
several years in which production declined from the 
previous year. Shortly before the turn of the century, 
petroleum output began a rise that was to continue 
uninterruptedly (except for a slight decline in 1906) for 
a quarter of a century. The gain was so steady that 
actual output between 1907 and 1921 coincided almost 
exactly with the values calculated from the growth 
curve. During the remainder of the Twenties, output 
rose fairly rapidly, partly as the result of the expansion 
in automobile production, and remained well above the 
trend line. Beginning in the late Thirties and continuing 
until the late Forties, actual output once again matched 
the trend values almost perfectly. For the past ten 
years, however, oil production has been slightly below 
the expected values. In 1957, the rate of growth was a 
healthy 4.3%, only slightly below the 5.5% rate es- 
tablished in 1935, more than twenty years earlier. 

The growth of Russian output, was extremely sharp 
in the first thirty years but fell off sharply in 1905 and 
failed to recover its former level. Strangely enough, 
Russia outproduced the United States for four con- 
secutive years—from 1898 through 1901. United States 
production picked up sharply the following year and 
quickly outdistanced Russian output. 

The pattern of petroleum output in Russia since 
1919 indicates that a growth curve does not fit the data 
too well, especially in the period since World War II. 
Between the two wars, output rose steadily from 32 
million barrels to 226 million barrels. The pattern in the 
past decade is similar to that of steel output. The growth 
curve values are well under actual petroleum output, 
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especially in the years 1955 through 1957. In 1958, 
actual production was 60% above the projected total 
of 503 million barrels. 

Thus the postwar output suggests a new growth 
curve which is much steeper than the one shown on the 
accompanying chart. The critical year for current Soviet 
production will not be reached until 1970 and the 1957 
growth rate of 4.6% is only slightly above that of the 
United States. 


COAL 


From 1860 through 1918, coal production in the 
United States followed a fairly smooth pattern of 
growth. Output grew from 15 million tons in 1860 to 
over 100 million tons by 1882 and to 678 million tons by 
the end of World War I. During the next forty years, 
the latter total was surpassed only twice, in 1944 and 
1947, and production was down as low as 360 million 
tons in 1932. The 1958 output of 427 million tons was 
the lowest in four years and was well below the pro- 
jected trend value of 590 million tons. 

An inspection of the accompanying chart for coal 
clearly shows that a growth curve does not fit the data 
adequately. If a curve were fitted to data for the earlier 
period from 1860 to 1918, it would undoubtedly prove 
to be fairly descriptive of the growth in output during 
that time. But the production pattern of the past forty 
years cannot be described adequately by this type of 
growth curve. 

With the growing importance of other fuels such as 
petroleum, natural gas, and electric power in the past 
few decades, the relative importance of coal as an 
energy fuel has been declining. The critical year was 
reached in 1894, at which time the rate of growth was 
4%. By 1925, the growth rate had declined to nearly 1%, 
and in 1957 it was down to 0.3%. 

Russian output under the Czarist regime increased 
rapidly and conformed closely to the growth pattern. 
Production was increasing more rapidly each year as 
evidenced by the fact that the critical year would not 
have been reached until the year 2013, one-hundred 
years after the last production year in the series. There 
is a strong probability, however, that the trend of pro- 
duction might have been similar to that of the United 
States in the years that followed, thereby reducing the 
steepness of the curve, and consequently bringing the 
critical year nearer. Additionally, if we were to compute 
a growth curve for the United States for the same 
period 1870-1913, undoubtedly similar results would 
be obtained: a much steeper growth than indicated by 
the current curve and a critical year that would also be 
in the then distant future. 

Soviet coal production since 1919 has exhibited a 
pattern that corresponds closely to a growth pattern. 
In about half of the years, actual output differed from 
the calculated values by less than 5%, and in only 
three years did the difference exceed 20%. In 1958, 
Russian production for the first time surpassed that of 


378 
Cement and Electric Power: Long-term Growth Patterns 


90 1900 1910 1920 1930 1940 1950 1960 


CEMENT 


MILLIONS OF BARRELS: 


100 


United States (1890-1957) 
y =(206.9233) (.0013151) -7293286* 


4 
a / 7 
/ 


50 


U.S.S.R. (1920-1957, excluding 1941 through 
1944) 
y =(191.8316) (0030645) -9357574* 


900 


BILLIONS OF KILOWATT HOURS 


500 


ELECTRIC POWER 


100 


United States (1902-1957) 
y =(22715.45) (.0003578) -7860798* 


U.S.S.R. (1923-1957, excluding, 1941 through 


1944) 
y =(1023.316) (.0013850) -7560438* 


| 
1890 1900 1910 1920 1930 1940 1950 1960 


BUSINESS RECORD 


the United States. However, one third of Russian pro- 
duction is composed of lignite while the proportion is 
much lower in this country. Lignite, in terms of fuel 
energy output, is not nearly so valuable as either 
bituminous or anthracite coal. 

The outlook for continued growth in Soviet produc- 
tion appears to be bright, since the critical year will not 
be reached for another ten years—in 1969. The 1957 
_rate of growth was 6% against a virtually negligible 
growth in this country’s output. 


COPPER 
The long-term trend of production in the United 


_ States copper industry does not follow a pattern similar’ 


to that of a growth industry. The variations between 
actual output and calculated output are quite large ex- 
cept during recent years. Copper production for 1958 was 
only slightly above the projected value. of 958 million 
tons. Production during the early years of the industry 
did not simulate a growth picture since the rise in out- 
put was not rapid. The next thirty years saw an almost 
continuous gain in total tons mined, bringing the out- 
put considerably above the trend line values. 

The next two decades evidenced a pattern similar to 
most industries: a sharp decline after World War I 
followed by increased output until 1929, followed in turn 
by a very sharp drop during the depression of the 
Thirties. Peak production was reached during the 
Second World War and once again declined immediately 
after the war. Unlike the other industries that have not 
followed the long-term growth pattern and have greatly 
exceeded the calculated curve in the postwar era, the 
copper industry has remained Des rely close to 
its trend line. 

The critical year was reached in 1912, fifty-two years 
after the beginning of the series. At that time the rate 
of growth was slightly over 3%, but by 1957 the growth 
rate had declined to 0.7%. 

Russian output, data for which is available only 
through 1955, coincides more closely with the calculated 


growth throughout the period. The 1955 output was 


nearly 20% above the trend value. The critical year was 
reached in 1947, when the rate of growth approximated 
8%. The growth rate in 1955 was slightly over 4%. 


CEMENT 


The growth curve does not appear to describe ade- 
quately the data on cement production for either the 
United States or Russia. The deviations from the trend 
line are fairly large in the current postwar era, indicat- 
ing that output in this period is progressing at a faster 
rate than the long-term trend indicates. The critical 
year for both countries was reached twenty-six years 
after the first year of production. 

Cement production in the United States during its 


early growth followed a pattern common to growth in- - 


dustries. Output rose rapidly from 1890 until 1913 as the 
number of barrels produced increased, without excep- 
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tion, in each of the twenty-four years. A rise in con- 
struction activity during the Twenties brought about a 
steady increase in cement output, placing it well above 
the trend for that time span. Production declined 
sharply in the early Thirties and it was not until 1942 
that actual output surpassed the calculated value. A 
sharp increase in production was recorded in 1946, and 
in concurrence with the postwar rise in construction 
activity the production of cement has increased at an 
almost steady rate. Based upon the trend values, the 
1957 rate of growth was only 0.4%, having dropped be- 
low 1% between 1940 and 1945. 

Russian output, on the other hand, rose uninter- 
ruptedly from 1920 through 1936 except for a decline in 
1933. During the latter part of the Thirties, production 
remained virtually on an even keel, ranging between 30 
million and 33 million barrels per year. The postwar 
period has produced what appears to be another growth 
curve, with output rising very sharply throughout the 
period and showing no signs of tapering off. The 1958 
production of nearly 200 million barrels is almost double 
that of the computed trend value for that year. The 
computed rate of growth for 1959 was 4.3% which is well 
below the actual rate of increase. 


ELECTRIC POWER 


Both the United States and Russia are still in the 
process of rapid expansion in the production of electric 
energy. Current output in both countries is outstripping 
the long-term growth trend, and neither country has 
reached its critical year in the growth pattern. 

Production of electricity in the United States appears 
to be outdistancing Russian output in recent years. 
Since 1950, electric utilities in the United States have 
increased production by 336 billion kilowatt-hours com- 
pared with a gain of 144 billion kw-h in the U.S.S.R. 
Actual 1958 output of electric energy is higher than the 
calculated values for both countries. United States pro- 
duction of electricity in 1958 reached 724 billion kw-h, 
well above the projected value of 609 billion kw-h. 
Electric power output in the Soviet Union amounted to 
235 billion kw-h compared. with a trend value of 200 


_ billion kw-h. 


Electricity output in this country has risen almost 
uninterruptedly since 1902, the first year of this series. 
It is still apparently in a relatively early stage of 
growth, since the critical year will not be reached for 
another ninety years. Russia is expected to reach its 
critical stage of growth within ten years. The rate of 
growth in the United States has been tapering off very 
slowly. In 1910, the growth rate was 10%, and by 1930 
it had declined to 7.5%. The 1957 rate was slightly above 
5%, a tremendous rate considering the fact that more 
than fifty years have elapsed since the origin of the in- 
dustry. The Soviet growth rate was 7.7% in 1957, but 
the rate is declining more rapidly than in the U.S. 


Hersert J. WEINBERGER 
Division of Consumer Economics 


Unemployment in Three Business Cycles 


1957-1959 
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MONTHS AFTER BUSINESS CYCLE PEAK 

Millions of persons, seasonally adjusted Sources: Department of Commerce; The Conference Board 

Cyclical peaks: November, 1948; July, 1953; July, 1957 


THE TREND IN UNEMPLOYMENT 


levels since the end of the first quarter of 1959, justed) of the labor force at the onset of the business 


W ives EMPLOYMENT has been at record Unemployment amounted to only 2.6% (seasonally ad- 
unemployment is still moderately above its decline in mid-1953. It did not go below 4.1% at any 


prerecession rate. time in 1955. And at the peak of expansion in 1957, un- 

Significant changes have occurred in the composition employment was still 50% higher than its prerecession 
of unemployment during the course of recession and level. At the beginning of the 1949 downturn, the rate 
recovery. The characteristics of the unemployed are of unemployment was about the same as at the onset 
now notably different from what they were at the trough of the 1957-1958 decline. At a point in that cycle cor- 
of the recession; they are also somewhat different from responding to the current position of the present cycle, 
what they were in the summer of 1957, before the re- it had already returned to its prerecession level. 


cession got under way. 


One obvious difference between present unemploy- Regione eee ee 


ment and that immediately prior to the recession is the Regional unemployment patterns have shown sharp 
higher proportion of the labor force presently unem- variations during both recession and recovery. In June, 
ployed. In June, 1959, seasonally adjusted unemploy- 1959, the four major geographic areas of the United 


ment amounted to 4.9% of the labor force; in June, 1957, States had similar unemployment ratios. The jobless 
one month prior to the peak in the 1954-1957 business average for the United States was 4.8% (unadjusted); 


expansion, 4.2% of the labor force was unemployed. In the regional range was from 4.7% to 5.0%. As unem- 
the current recovery, unemployment has failed to ployment mounted in the initial stages of the business 
recede to the level prevailing at a comparable point in decline, unemployment increased in the West at a much 
the upswing phase of both previous postwar cycles (see faster rate than the average. By the end of 1957, the 
chart). western rate was 17% above the over-all United States 

The rate of improvement in the current recovery has rate. Once the recession terminated, the West showed 
been greater than in the comparable period of the 1953- sharp improvement. By the summer of 1958, the rate 
1955 cycle, but not so rapid as in the 1948-1950 cycle. was 10% less than for the average in the United States. 
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Unemployment has been dropping faster than 
average in the north central states . . . remains 
above average in the northeast 


120 


CENTRAL 


80 
1957 1958 1959 


Index numbers: 100 = per cent of labor force unemployed, total United States 
Sources: Department of Commerce; The Conference Board 


Since then, the western rate has returned close to the 
average. 

The other three areas have also diverged significantly 
from the average national pattern. Unemployment in 
the North Central states was lower than average in the 
prerecession period. It rose at a faster rate than average 
throughout the business downturn, but by mid-1958 it 


Percentage Distribution of Unemployment by Duration, 
Selected Periods 
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was not much higher than the national average. Since 
then, unemployment has declined markedly, presum- 
ably as a result of the production gains staged by the 
heavy industry concentrated in this area. The North- 
east, on the other hand, containing most of the nation’s 
labor surplus areas, has contributed heavily to the 
relatively high level of unemployment. The variation 
in the unemployment rate among the major areas was 
negligible in June, 1957; in June, 1959, the rates ranged 
from 4.7% for the North Central states to 6.2% for the 
Northeast. 

Differences in the conditions of local labor markets 
between the two periods are considerable. In the spring 
of 1957, only seven of the 149 major labor market areas 
(as classified by the Department of Labor) had unem- 
ployment of over 9%. This spring twenty were so classi- 
fied—almost all of them in the East. (About 40% of 
these areas were designated as having “substantia?” un- 
employment [6% or more], compared with 14% in the 
spring of 1957.) 


Industry Performance 


Some industries were affected to a relatively small 
extent by the recession, and have since reduced the level 
of unemployment to a rate lower than that of the pre- 
recession period. Nondurable goods manufacturers re- 
ported a 5.9% rate of unemployment in May, 1959, a 
rate slightly lower than two years earlier. Fabricated 
metal products and primary metal industries had unem- 
ployment rates well below their prerecession level. The 
auto industry, which had an unemployment rate of 27% 
in mid-1958, had joblessness of only 5.9% in May, 1959 
—less than for the same month of 1957. Most industries, 
however, had substantially more job seekers than in 
mid-1957. At the height of the building season, con- 
struction had an unemployment rate of over 10%, and 
although communication and public utilities reported 
unemployment of 2% this was one fifth higher than the 
rate two years earlier. 


Youth vs. Age 


One of the most striking structural features of na- 
tional unemployment is that it is normally heavily con- 
centrated among workers in lower age brackets. During 


Percentage Distribution of Unemployment, by Age Group 


% of Each % of Total % of Civilian 

Age Group Unemployment, Labor Force, 

Unemployed by Age Group by Age Group 

Age Group May, 1959 May, 1959 May, 1959 

VEL ks Fe 8 13.2 11.3 4.2 
TS-2airees Phish ais 8.4 Q1.4 12.4 
BESO im siwisvewene 3 4.5 19.5 21.0 
S54 Fics Ba POS. 3.5 16.6 23.3 
45-545... eee Oat, 15.8 Q1.1 
B5-GAT Secon 4.1 11.4 13.4 
65 and over....... 41 4.0 4.7 
Totalers nti te 4.9 100.0 100.0 
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Reduction in Unemployment Has Slowed for Women 
Workers 


in nal = 


3 Met tieerne = pm 
1957 1958 1959 


Per cent of labor force unemployed; seasonally adjusted 
Sources: Department of Commerce; The Conference Board 


the recession this tendency was reversed, owing to some 
disemployment of older workers. In mid-1957 and mid- 
1959, approximately half the jobless were twenty-four 
years old or under, although this age group accounted 
for only about one sixth of the labor force. In mid-1958, 
the 14-to-24 year olds accounted for only two fifths of 
total unemployment. 


Duration of Unemployment 


An aftereffect of the recession is the comparatively 


high proportion of long-term unemployment that still. 


exists. At mid-1959, one fourth of all jobless were out of 
work for fifteen weeks or longer. This is a sizable drop 
from the 37% who were jobless for that long a period in 
the spring of 1958, but it is well above the 15% reported 
in mid-1957. And at the present size of the labor force, 
the percentage equals about 900,000 workers. 

The high rate of long-term joblessness has kept the 
average duration of unemployment at close-to-recession 
levels. In June, the average duration of unemployment 
was thirteen weeks, compared with about fourteen 

- weeks at the recession trough (and about nine immedi- 
ately prior to the recession). From January to May, 
when the average was not distorted by the seasonal 
influx of students (who add considerably to short-term 
unemployment), the average duration ranged from 
fifteen to sixteen weeks. The proportion of intermediate- 
term unemployment—from seven to fourteen weeks— 
has dropped sharply from last year; it is also slightly 
lower than in mid-1957. 


Male ys. Female 


During the decline in business activity and the initial 
stage of the pickup, both male and female workers ex- 
perienced approximately the same rate of unemploy- 


ment (except for several months in the summer of 1958, 
when the proportion of unemployed male workers ~ 
temporarily rose above the rate of female unemploy- — 
ment). Since the beginning of 1959, the unemployment 
rate for women has not changed much, while male un- ~ 
employment has continued to decrease. The total rate 
of unemployment (seasonally adjusted) was 4.9% in . 
June, 1959—4.6% for men, 5.6% for women. Women — 
made up slightly less than one third of the labor force, 
but accounted for two fifths of total unemployment.. 


WituraM B. FRANKLIN 
Division of Business Analysis 


Business Bookshelf 


Corporation Finance—A text that discusses the many aspects 
of corporation finance. Each of the twenty-six chapters is 
followed by questions, problems, and a list of selected refer- 
ences on the subject covered. By Richards C.. Osborn. 
Harper & Brothers, New York, 1959, 687 pages. $6.50. 


Family Allowances—This book gives a history of family al- 
lowances with special attention to the Canadian program. 
It discusses family allowances in terms of child welfare, 
population policy, economic effects, and implications for the 
United States. By James C. Vadakin. University of Miami 
Press, Coral Gables, Florida, 1958, 185 pages. $4.95. 


Economic Theory and Western European Integration—An exami- 
nation of the possible impact on the European economy of 
economic integration. By Tibor Scitovsky, Stanford Uni- 
versity Press, Stanford, California, 1958, 153 pages. $3.50. 


International Economics—This volume is the latest revision of — 
the Cambridge Economic Handbook first published in 1933. 
By Roy F. Harrod. University of Chicago Press, Chicago, 
1958, 186 pages. $2.25. 


Factory and Manager in the USSR—A look at the life of a 
factory manager in the USSR, based largely on first-hand _ 
interviews with former executive employees of Soviet in- 
dustry. By Joseph S. Berliner. Harvard University Press, 
Cambridge, Massachusetts, 1957, 386 pages. $7.50. 


Investment Banking Functions—An examination of the function 
of investment banking in relation to private business enter- 
prise. By Merwin H. Waterman. Michigan Business Studies, 
Volume XIV, Number 1, Bureau of Business Research, 
University of Michigan, Ann Arbor, 1958, 190 pages. $4.00. 


The United Fruit Company in Latin America—The seventh case 
study in the NPA series on United States Business Per- . 
formance Abroad. By Stacy May and Galo Plaza. National 
Planning Association, Washington, D. C., 1958, 262 pages. 
$4.50. 


Desert Enterprise—An examination of some of the problems of 
oil companies operating in the Middle East. By David H. 
Finnie. Harvard Middle East Studies 1, Harvard University 
Press, Cambridge, Massachusetts, 1958, 224 pages. $5.00. 


Legal Instruments of Foundations—This book contains fifty-eight 
documents from forty-nine different foundations selected to 
represent a wide variety of organization. Separate chapters 
include acts of Congress, acts of state legislatures setting up 
foundations, wills, trust instruments, corporate resolutions, 
certificates of incorporation, constitutions, bylaws, and 
letters of gift. By F. Emerson Andrews. Russell Sage Founda- 
tion, New York, 1958, 318 pages. $4.50. 
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Monthly survey of business opinion and experience 


THE HIGH COST OF 


HE COST of complying with federal, state, and 
local tax authorities is high, and can be expected 
to go higher, according to the 222 manufacturing 


companies cooperating in this month’s survey of busi- - 


ness practices.! Executives of these companies under- 
score the amount of time and effort entailed in record- 
keeping and the preparation, filing, and contesting of 
tax returns in the various jurisdictions. 

The tax manager of an office equipment producer 
comments on “the volume increase in tax returns, as- 
sessments, tax bills, protests and correspondence being 
prepared and handled. It is not only the amount of the 
tax bill, but also the tremendous job of complying with 
the vastly different requirements of so many taxing 
authorities that hurts.” 

And one large corporation reports: 


“While the work and cost involved in the preparation, 
filing, and contesting of our federal income taxes remain 
_ relatively stable, in recent years the time and expense de- 
voted to state and local taxes have increased substantially, 
and, from a survey of proposed and enacted legislation and 
recent court decisions, it appears that the cost of compliance 
in the latter field will continue to become more burdensome 
to interstate businesses.” 


Many survey participants indicate that they con- 
sider much of this tax work unnecessary and offer sug- 
gestions for lightening the burden of tax compliance 
through such measures as uniform tax legislation, stand- 
ardization of tax return forms, and reductions in in- 
formation requirements on the part of taxing authorities. 


COST OF COMPLIANCE 


Survey companies were asked to estimate the cost 
of keeping records and of preparing, filing, and con- 
testing federal, state, and local tax returns of all types 
in 1958. Executive estimates of such costs are sum- 
marized below, both as a percentage of 1958 sales and 
as a percentage of their company’s total tax bill in that 
year. These estimates indicate that the burden of tax 
work was proportionately heavier for the smaller-sized 
companies reporting on these points. (See tables.) 

However, some respondents remark on the difficul- 
ties of obtaining accurate estimates of tax compliance 
costs and caution against placing too literal an inter- 
pretation on such data. As one steel executive puts it: 


1 Due to important differences in the tax structures of the United ~ 


States and Canada, cooperating Canadian firms have not been in- 
cluded in the results of this survey 
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TAX COMPLIANCE 


“It is extremely difficult to assess our cost of keeping 
records and of preparing and filing all federal, state, and 
local tax returns. As requested, individual personnel in all 
the various departments devote some of their efforts to 
consulting with our tax department staff and we do not feel 
it worth while to keep specific records to assess these costs 
on either a time or a dollar basis. We also confer with out- 
side counsel on the various taxing problems. However, fees 
paid to tax attorneys and public accountants are generally 
billed on a lump sum basis for their over-all work during 
the course of the year.” 


Another difficulty in isolating the cost of tax com- 
pliance is pointed out by the controller of a medium- 
sized corporation who warns that “it depends on what 
is generally understood as tax records and returns. For 
example, do other companies consider workman’s com- 
pensation payments as a tax?” 


Not All Cost Is Internal 


Included in the total cost of tax compliance for many 
of the companies surveyed are fees paid to outside at- 
torneys, accountants, and other tax consultants, as well 
as subscriptions to tax services and other sources of tax 
information. In the majority of such companies, the 
cost of outside services does not exceed one fifth of all 
tax work expenses. 


NUMBER OF RETURNS 


One indication of the burden of complying with tax 
regulations is the number of returns filed, although, as 
the board chairman of a machinery manufacturer puts 
it: “Adding up the number of returns is like adding 
apples and pears since, for example, there is no com- 
parison between a United States income tax return and 
some simple state corporate report.” 

Nevertheless, it is apparent from the replies of the 
companies surveyed that the number of tax returns filed 
annually is considerable. Less than one fourth of the 
companies responding to this question file fewer than 
one-hundred returns per year and three eighths report 
filmg over 500 of them annually. It is generally true 
among survey participants that the larger the company, 
the more returns are filed. 

Thus, a large multidivisional corporation, doing busi- 
ness throughout the world, writes as follows: 


“Nearly 2,200 tax returns were filed during 1958. In 
addition, approximately 175,000 federal, state, and local 
information returns were filed to report employees’ salaries 
and wages and taxes withheld, and approximately 260,000 
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* 
information returns were filed with federal and state govern- 
ments covering dividend payments to stockholders.” 


But even smaller firms report that their tax reporting 
chores are onerous. “For our last fiscal year we filed 
nineteen separate tax returns with the federal, state, 
and local taxing authorities,” writes a small apparel 
manufacturer. “We think this is a minimum that can be 
filed by a corporation having to deal with but one state 
and one local taxing authority.” 

Some companies state further that the number of tax 
returns to be filed is trending higher still. One company 
makes the following comparison: 


“Tt is interesting to note in the wake of the increasing 
burden of taxation that in 1949 we filed approximately 400 
returns, while the corresponding number in 1958 was about 
1,500 returns. This latter figure is still growing.” 


LIGHTENING THE COMPLIANCE BURDEN 


Most of the executives participating in this month’s 
survey believe that the burden of complying with tax 
laws and regulations can be considerably reduced. In 
the words of one chemical company vice-president: 


“We feel very strongly about procedures which would 
lighten the burden of complying with tax regulations. Prep- 
aration of state unemployment tax returns is a glaring 
example—all the states have unemployment tax legislation 
which is somewhat similar. However, all seventeen states 
in which we do business have different types of returns. 
Some are required in duplicate, some in triplicate. Some 
forms require signatures at the top of the page, some at the 
bottom of the page. 

“In the various states that have income tax laws, there 
are conflicting regulations regarding capital gains and 


losses, as well as honoring allowable deductions. For ex- . 


ample, California does not permit the fast depreciation 
write-off. Likewise, California’s percentage depletion laws 
do not conform with those of the Federal Government; 
in Georgia, there is a limitation as to the amount of officers’ 
salaries allowable for tax purposes. 

“It seems to us that since the Federal Government and 
various states are levying so many taxes on incomes and so 
many taxes on employers, these taxing bodies should get 
together and agree on uniform practices in order to lighten 


Table 1: Tax Compliance Expenses as a Percentage of Sales 
in 150 Reporting Manufacturing Companies in 1958 


Cost of Tax Compliance as a 
Per Cent of Sales 
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the burden on industry. In other words, taxable income in 
Maine should be identical with what constitutes taxable | 
income in Texas, and allowable deductions in Florida ought — 
to be identical with allowable deductions in California.” 


A Call for Uniform Practices 


Uniform tax regulations among the various taxing 
authorities is the suggestion for improvement most often ~ 
offered by participating executives. Uniformity is 
desired in: the definition of taxable income; the alloca- 
tion of taxable income and taxable transactions among 
the various taxing bodies; the tax forms to be filed. 

Taxable income is rarely the same as a company’s net 
income, owing to adjustments in such items as deprecia- 
tion expense and inventory valuation. Also, the defini- 
tion of taxable income varies from state to state. Most 
respondents would prefer all taxing authorities to de- 
velop a single definition of taxable income. Strong sup- 
port is also expressed for making taxable income equiv- 
alent to the net income figure appearing in the com- 
pany’s audited financial reports. Reporting executives 
believe that this would lower the cost of tax compliance 
considerably by doing away with the necessity for keep- 
ing multiple financial records. An executive comments: 


“One of the difficulties of tax compliance always has been 
the difference between ‘taxable income’ as determined for 
income tax purposes and net income as shown by the 
company’s books. If taxes could be based on the net income 
of the company rather than on a fictitious figure called 
‘taxable income,’ tax information could be compiled much 
more easily.” 


A food company suggests that taxing authorities 
“Yemove information requests in the tax return which 
require the taxpayer to reclassify his books of account,” 
and the controller of a foundry adds that “it seems to me 
that over the long run about the same tax would be ob- 
tained if the net income as determined by certified 
public accountants were used rather than taxable 
income.” 

The problem of varying definitions for tax purposes 
is not confined to income taxes alone. For example, one 
executive would like to see “a standard definition of 
‘value’ for property taxes.” 


Allocation a Major Problem 


The allocation of income producing activity to the 
various taxing authorities also creates a problem. Survey 
participants maintain that “this variation in the tax 
regulations of the various states presents a major burden 
to taxpayers.’ Most respondents agree with the aircraft 
executive who writes that “uniformity of allocation in 
determining income subject to taxation in a particular 
state would not only lessen the burden of compliance 
but would also prevent duplication of taxation.” 


A Standard Tax Return 


Variation in the format of tax and information returns 
is another concern of cooperating firms. A typical state- 
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ment of the problem comes from a machinery manu- 
facturer: “In the twenty states in which we file payroll 
tax returns, there are twenty different forms in use.” 
A suggestion for the alleviation of this problem is made 
by an aircraft company: 


“The tax return form should be standardized where 
similar tax laws and regulations exist in many tax jurisdic- 
tions. This could apply to various types of taxes including 
sales, income, franchise, and unemployment. Take income 
taxes as an example. A copy of the federal income tax return 
could be furnished each state for its own income tax pur- 
poses by merely adding thereto a schedule showing how 
taxable income was allocated in accordance with the 
statutory formula.” 


A company president adds that “most forms are 
poorly arranged. They do not allow enough space to 
type in information and their irregular sizes make re- 
production and filing difficult.” 


Other Suggestions 


In addition to the prevalent desire for uniform tax 
regulations, procedures, and forms, many other sug- 
gestions for reducing the burden of tax compliance are 
offered by participating executives. It is suggested, for 
example, that the taxing jurisdictions be content with 
less frequent filing of tax information and returns. 
Typically, a paper manufacturer proposes that “‘federal 
and state excise tax returns should be filed either semi- 
annually or annually instead of monthly. The amount of 
work involved in preparing these monthly returns is 
very great and apparently unnecessary.”’ Another com- 
pany writes that “the tax work load could be evened 
somewhat if the reporting times were spread through- 
out the year.” 

A sizable number of companies propose that states 
and municipalities waive the filing of a regular tax re- 
turn in cases where the tax liability incurred is nominal 
in amount and where “‘the cost of preparation of various 
tax returns and required reports is well in excess of the 
amount of tax paid.” In this connection, one participant 
reports as follows: ‘ 


“In 1957, we reported 4,984 sales transactions totaling 
$1,250,000 to Pennsylvania, collected $6.18 in taxes, re- 
tained 12 cents for our efforts and remitted $6.06. The 
year 1958 was equally bad.” 


In view of such experiences, a number of companies 
agree that it would be sensible “‘to pay a minimum tax 
upon notarized certification. This would enable us to re- 
~ duce clerical effort and certify to the taxing authority 
that our liability would not exceed an amount that we 
would be willing to pay, just to avoid the clerical effort 
involved in compiling the tax data.”’ Executives main- 
tain there would be no loss of revenue to the taxing 
authorities under such an arrangement, while unneces- 
sary tax compliance expenses would be eliminated. 

In some cases, taxing authorities require companies to 
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Table 2: Tax Compliance Expenses as a Percentage of 
Total Tax Bill in 127 Reporting Manufacturing Com- 
panies in 1958 5 cle 


Cost of Tax Compliance as a 
, Per Cent of Total Tax Bill 
Size of Company— 10 
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deposit money in advance of the due dates for the taxes 
involved. Examples of this practice are found in federal 
withholding tax requirements and some state unem- 
ployment tax regulations. One company reveals that it 
“has paid in reserves of several million dollars with 
various states.” Another executive indicates that “al- 
though these payments are deductible for federal in- 
come tax purposes, they do represent a substantial 
encroachment into working capital which could be more 
profitably employed in the business,” and poses the 
question: “Is there some means whereby a financially 
responsible firm might be afforded relief?” 

A number of responding executives believe that the 
cost of tax compliance could be reduced considerably 
“by having one authority make the collection and re- 
mitting to the respective states and cities.” 

“Employers should be compensated for the cost of 
assuming tax collection burdens for the various taxing 
jurisdictions,” state several respondents. And a few 
others would like the taxing authorities to “stop making 
the manufacturer a collector of sales and use taxes.” 

Other suggestions include the following: 


“The questions asked on tax and information returns are 
repetitious from year to year. Only changes from previous 
statements should be reported in answer to many of the 
questions asked on these returns.” 

xk * * 


“Questionnaires and schedules should be confined to the 
subject matter of the tax report.” 
* * * 


“Eliminate detailed quarterly reporting of individual 
earnings and eliminate filing a copy of the W-2 form with 
federal and state agencies. These should be replaced by one 
list, in duplicate, to the Federal Government each year. 
This could save the government money by having one 
punch card operation from one list for cards serve the 
various requirements of interested government depart- 
ments.” 

x oe 

“States which impose franchise and income taxes should 
incorporate the filing requirements in one return, as the 
separate returns for these taxes contain much of the same 
information.” 
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“Reduce the endless variety of nuisance taxes within 
each state and concentrate on some fewer basic taxes that 
are proven revenue producers.” ~ 

* * & 

“Rewrite the tax laws and regulations in clear concise 
language. The various tax codes, due to the addition of 
many amendments and revisions, tend to confuse, rather 
than clarify, the intent of many laws.” 

* ok 

“The uncertainty as to the applicability of the federal 
excise tax to certain types of transactions should be cleared 
up. Perhaps this might be accomplished by establishing 
some kind of routine procedure for processing requests for 
rulings in an orderly and prompt manner.” 

* * * 

“There should be granted an automatic extension of six 
months time for federal income tax return filing rather than 
the three months now obtained by the filing of Form 7004. 
Extensions of time for filing state returns should be allowed 
automatically and coextensively with the federal returns 
on the filing of a copy of Form 7004 with the state tax 


authorities.” 
* * * 


“A parent company and wholly owned subsidiaries should 
be permitted to file a single consolidated return for state 


taxes.” 
* * * 


“Rounding off figures to the nearest hundred dollars 


would make the preparation of returns easier and would 
not result in any appreciable loss of tax revenue.” 


A DIM VIEW OF THE FUTURE 


Despite the range of suggestions offered for relief of 
the tax compliance burden, the firms surveyed are not 
too hopeful that such suggestions will be speedily acted 
upon by the taxing authorities. ““The unsuccessful at- 
tempts of tax organizations to develop standard pro- 
cedures in the past” is frequently referred to in this 
connection. The vice-president of a hardware manu- 
facturing concern remarks that “it does seem that 
uniform tax legislation—while an ultimate possibility — 
is probably a long way off.” 

Almost all companies surveyed foresee a definite 
upward trend in their costs of tax compliance. In the 
words of the president of one company, “We are fearful 
that the only safe projection that can be made with 
respect to the cost of tax compliance is upward.” 


Supreme Court Decision Cited 


Many survey participants express concern over the 
recent decision of the United States Supreme Court in 
the cases of Northwestern States Portland Cement 
Company v. Minnesota and Stockham Valves and 
Fittings, Incorporated v. Georgia relating to the states’ 
rights to tax. (See explanatory box.) These executives 
believe that the decision will greatly increase their com- 
panies’ tax compliance costs, although over-all tax 
liability is not expected to rise significantly. 

Thus, one executive feels that as the result of this 
decision “‘our total tax bill may increase by 1% and our 


The Recent Supreme Court Decision on 
State Taxes 


The United States Supreme Court on February 24, 
1959, in a joint opinion involving the cases of North- 
western States Portland Cement Company v. Minnesota 
and Stockham Valves and Fittings, Incorporated ». 
Georgia! ruled that income of out-of-state companies is 
now subject to state taxation, provided the tax is re- 
lated to activities of the corporation carried on within 
the taxing state. In its decision the court stated, in part, 
that: 

‘While it is true that a State may not erect a wall 
around its borders preventing commerce an entry, it is 
axiomatic that the founders did not intend to immunize 
such commerce from carrying its fair share of the costs 
of the state government in return for the benefits it 
derives from within the State. The levies are not 
privilege taxes based on the right to carry on business 
in the taxing state. The States are left to collect only 
through ordinary means. The tax, therefore, is not open 
to the objection that it compels the company to pay 
for the privilege of engaging in interstate commerce.” 

According to this decision, a “nexus,” or minimum 
contact is all that is necessary to make an out-of-state 
company subject to state taxes on the net income it 
derives within the borders of a given state. An example 
of such a minimum contact is the regular, systematic 
taking of orders by agents of the company within the 
taxing state. 

The possible effect of this decision on the cost of cor- 
porate tax compliance was pointed out by Justice 
Frankfurter in his dissenting opinion, in which he 
stated, in part, that: 

“Tt will not, I believe, be gainsaid that there are 
thousands of relatively small or moderate size corpora- 
tions doing exclusively interstate business spread over 
several States. To subject these corporations to a 
separate income tax in each of these States means that 
they will have to keep books, make returns, store rec- 
ords, and engage legal counsel, all to meet the divers 
and variegated tax laws of forty-nine States, with their 
different times for filing returns, different tax structures, 
different modes of determining ‘net income,’ and dif- 
ferent, often conflicting, formulas of apportionment. 
This will involve large increases in bookkeeping, ac- 
counting, and legal paraphernalia to meet these new 
demands. ... 

“The extensive litigation in this Court which has 
challenged formulas of apportionment in the case of 
railroads and express companies—challenges addressed 
to the natural temptation of the States to absorb more 
than their fair share of interstate revenue—will be 
multiplied many times when such formulas are applied 
to the infinitely larger number of other businesses which 
are engaged in exclusively interstate commerce. . . .” 


1 These cases were affirmed by the court on March 2, 1959, 
in a similar decision in the case of ET & WCN Transportation 
Company, Incorporated ». North Carolina and in a denial of 
certiorari in the case of Brown-Forman Distillers Corporation 
v. Louisiana 
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costs of administering taxes may double.”’ The president 
of an industrial equipment manufacturing company 
makes this comment: 


“The problems created by the recent Supreme Court 
decision on interstate income are imminent and the ad- 
ministrative problems that these cases appear to create are 
almost too horrible to contemplate. The problems of filing 
individual tax information returns in every state in which 
our sales people travel and of filing income tax forms in 
every state, together with the nearly impossible burden of 
determining where each transaction is taxable, are po- 
tentially staggering.” 


Many executives, in commenting on these cases and 
the effect they are expected to have on their tax com- 
pliance costs, state that these rulings will prove par- 
ticularly hard on middle-sized and smaller companies 
doing interstate business. 

On the other hand, a large company reports: 


“The recent Supreme Court decision involving the tax- 
ation of interstate commerce has not directly created new 
problems as far as our company is concerned inasmuch as 
we have heretofore been filing in all states that impose cor- 
poration income taxes.” 


Nevertheless, another large company echoes majority 
sentiment among those commenting on this point when 
it states that “we feel that legislation should be enacted 
to reverse the indicated trend of the recent Supreme 
Court cases.” 


WHO DOES THE TAX WORK? 


One half of the companies responding (each with 1,000 
employees or more) indicate that they maintain a 
separate tax department. The proportion of the tax 
work done by the tax department in these companies 
varies considerably. Some survey participants report 
that the tax department acts merely in an advisory 
capacity to the accounting department, which actually 
prepares the returns. Other companies report that their 
tax work is done jointly by the tax department and 
other interested departments, such as accounting and 
payroll, “‘that help to provide necessary information to 
the tax department.” On the other hand, one aircraft 
executive describes a less frequently mentioned arrange- 
ment among survey participants when he writes: 


“We have a tax department which is in full and complete 
charge of all administration of taxes including the prepara- 

_ tion and filing of all returns, the accumulation of accounting 
records, and the reconciliation of those records to returns.” 


Where Tax Departments Report 


Most companies surveyed indicate that their tax de- 
partments report to the controller, treasurer, or financial 
vice-president. An exception to the rule is a large 


machinery manufacturer who writes that “the head of . 


our tax department is designated as a vice-president and 
reports directly to the president.” 
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In the case of smaller companies reporting separate 
tax units, the tax personnel often comprise a section of 
the accounting department reporting to the controller 
or assistant controller. 


Specialization in Tax Work 


In cases where a responding company maintains both 
a tax and a legal department, the legal department is 
frequently consulted by the tax department. Thus a 
large oil company writes that “‘there are two tax at- 
torneys in our legal department, a portion of whose time 
is devoted to tax consulting work.” This is necessitated 
by the many legal questions arising in tax compliance. 
As one firm puts it, “We are constantly aware of the 
complexities involved in tax work.” 

Owing to these complexities, many of the large cor- 
porations surveyed maintain two or three tax staffs, 
according to the type of tax dealt with. Examples of 
such an organization are cited below: 


“‘We have a general tax section which deals with income 
tax and property taxes, and a sales and miscellaneous tax 
section.” (Construction materials) 

x ok OF 

“Tax matters are controlled and for the most part 
handled in two divisions: (a) a taxation division handling 
federal and foreign taxes; and (b) a state reports and tax 
division handling state and local taxes, including ad valorem 
taxes.” (Petroleum refining) 

* * OF 

“Our tax department is composed as follows: federal tax 
division; state tax division; property tax division; payroll 
tax division.” (Food and food products) 


Department Centralized in Multidivisional Firms 


Multidivisional firms in this month’s survey indi- 
cate that their tax departments are located at the com- 
pany headquarters. Their functions, in addition to the 
preparation of company-wide tax returns, are typically 
described by an aircraft manufacturer as follows: 


“The corporate tax office is responsible for all taxes of 
whatever nature. This office issues instructions and advises 
all divisions of the corporation with respect to their require- 
ments in connection with the problem of properly comply- 
ing with the various tax laws and regulations.” 


Responses from miultidivisional corporations also 
indicate that a small staff is often maintained at each 
location in the field. One large company writes that 
“there are from one to three field tax representatives 
located in most production and marketing field offices 
functionally responsible to the head of the central tax 
department.” 


No Separate Tax Department 


A sizable number of the companies surveyed, includ- 
ing all those with fewer than 1,000 employees, do not 
maintain separate tax departments. In these firms, as 
one company reports, “‘the general accounting depart- 
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ment is usually responsible for complying with tax 
regulations.”” However, other departments are often 
given the task of tax compliance when certain taxes are 
directly related to the department’s primary function. 
Such an organization is illustrated in the following state- 
ment of a company treasurer: 


“The company does not have a separate tax department. 
The bulk of the filing of returns is handled in general 
through three staff departments of the general office. 
Federal and state income, franchise, sales and use, license, 
and some property taxes, are filed by the general accounting 
department. State income tax withholding reports are filed 
by the general office payroll department. Social Security and 
unemployment taxes are filed by the pension department, 
which also handles a large percentage of the individual re- 
ports resulting from claims under these tax laws.” 


Other companies report that the work engendered by 
tax regulations is dispersed throughout the organiza- 
tion. Typical comments from these companies include 
the following: 


“At one time or another, practically all departments are 
involved in complying with tax regulations.” 


* * Ok 


“Practically all of our departments are involved in the 
preparation of the reports.” 


“Tt is difficult to find any department that, in some way, 
is not involved with tax regulations.” 


Outside Tax Assistance 


It is common practice among responding companies 
to employ auditing firms and law firms in complying 
with tax regulations. In fact, a number of the smaller 
participants state that their independent auditors file 
all of their income tax returns for them. While this is 
not a prevalent practice, many respondents of all sizes 
rely to some extent on their auditors for tax advice. 

In addition to the use of independent auditing firms 
in handling tax matters, one fourth of the companies 
surveyed report that they retain an outside tax attorney 
on a continuing basis. The multiplicity of taxing 
authorities adds to the need for legal advice, for as one 
respondent puts it, “when special problems arise in 
certain states, it is not uncommon for the company to 
engage additional legal assistance in those states.” 

Most of the companies which do not retain attorneys 
specializing in tax work write that there are tax special- 
ists on the staffs of their general counsel who are avail- 
able for consultation. Others state that tax attorneys are 
hired as the need arises. 

SorreLtt M. Matues 
G. CLark THOMPSON 
Division of Business Practices 
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Business Investment Policy —A thorough exposition of the MAPI 
system of evaluating the advisability of new or replace- 
ment capital investment. By George Terborgh. Machinery 


and Allied Products Institute, Washington, D. C., 1958, 260 . 


pages. $10.00. 


An Economic Analysis of the Market for Scientists and Engineers— 
An appraisal of whether there is or has been a “‘shortage”’ of 
such workers together with suggestions for futher research 
on the supply and demand of scientific and engineering 
manpower. By A. A. Alchian, K. J. Arrow and W. M. 
Capron. Research Memorandum RM-2190-RC, The Rand 
Corporation, Santa Monica, California, 1958, 116 pages. 
Distribution limited. 


Targets of the Seven-Year Plan for Soviet Economy, 1959-1965— 
Theses of Khrushchev’s Report to the 21st Congress of the 
C.P.S.U. on the seven-year goal. Soviet Booklet No. 43, Soviet 
Booklets, London, 1958, 83 pages. 7¢. 


Techniques of Population Analysis—A general introduction to 
research procedures in viewing population aggregates. 
Nontechnical explanations of rates and ratios, the life table, 
the measurement of fertility and other methods of analysis 
with emphasis on logic rather than specific techniques. By 
George W. Barclay. John Wiley & Sons, Inc., New York, 
1958, 311 pages. $4.76. 


Perspectives on Conservation: Essays on America’s National Re- 
sources—Essays on the resource problems of the next fifty 
years from the vantage point of a critical review of the past 
fifty years. Topics discussed are the role of science and 
technology, the place of the ultimate consumer in resource 
conservation, continued urban growth and its implications, 


problems of economics and political economy, and patterns 
of organization to gain conservation ends. Edited by Henry 
Jarrett. Resources for the Future publication, The Johns 
Hopkins Press, Baltimore, 1958, 260 pages. $5.00. 


New Techniques for Management Decision Making—Describes 
techniques of mathematical analysis and shows how they 
may be profitably applied to such management areas as 
production control, distribution, marketing, and inventory 
control. By Franklin A. Lindsay. McGraw-Hill Book Com- 
pany, New York, 1958, 173 pages. $15.00; $12.50 to sub- 
scribers to the Consultant Reports series. 


Reactors of the World—A description of twelve atomic re- 
actors showing developments from the early research and 
development reactors through the first major power sta- 
tion. Extensive technical data, drawings and cutaway views 
of each reactor are supplied. Published in association with 
Nuclear Engineering. Simmons-Boardman Publishing Cor- 
poration, New York, 1959. $2.50. 


Federal Budget and Fiscal Policy, 1789-1958—A documented, 
detailed account of the history of American fiscal policy, 
with emphasis upon the changing concepts and philosophies 
which have evolved over the past three decades. By Lewis 
H. Kimmel. The Brookings Institution, Washington, D. C., 
1959, 387 pages. $5.00. 


The Bank That Banks Built—A chronicle of the history and de- 
velopment of the Savings Banks Trust Company from its 
beginnings in the depressed financial conditions of the 
Thirties. Written by the man who was its initial legal counsel. 
By Adolf A. Berle, Jr. Harper & Brothers, New York, 1959, 
109 pages. $2.75. 


BUSINESS RECORD 


Monetary Policies and Inflationary Pressures 


By James J. O'Leary 


Director of Economic Research, Life Insurance Association of America 


One cannot help but be impressed by the evident 
concern of the monetary authorities that inflation is a 
persistent, chronic problem. 

This explains why the authorities in late autumn of 
1957, as the business recession got under way, seemed 
reluctant to shift to a policy of credit ease until the 
desirability of a relaxation was clearly evident. It also 
explains why, during the first several months of 1958, 
the Federal Reserve authorities clearly were careful not 
to overdo credit ease. They seemed to recognize that 
excessive credit ease during the second half of 1953 and 
throughout 1954 provided the groundwork for the boom 
of 1955-1957, which proved difficult to bring under 
control. 

The deep-seated concern about the resurgence of 

inflationary forces also explains why the monetary 
authorities were so prompt in mid-August of 1958 to 
shift again moderately toward a more restrictive credit 
- policy. This was at a time when most business analysts 
were still arguing whether the business recovery was 
actually under way. Even during the recession, and 
especially during the recovery period, the monetary 
authorities have taken precautions not to lay the foun- 
dations for a new burst of inflationary pressures. 
_ What are some of the measures of monetary policy 
actions to bear out this appraisal? The key indicator is 
what students of commercial banking term “net free 
reserves’ —the excess reserves of commercial banks, 
minus borrowing from the Federal Reserve. During 
periods of a restrictive credit policy, the commercial 
banks characteristically have “‘net borrowed reserves” — 
borrowing in excess of reserves. In periods of credit ease, 
on the other hand, the banks tend to have “net free 
reserves,” when excess reserves exceed borrowing by 
banks from the Federal Reserve. 

The commercial banks throughout much of 1957 were 
operating—as a policy of credit restriction was being 
followed—with net borrowed reserves which fluctuated 
around $500 million. In the fourth quarter of the year, 
mainly through open market purchases of government 
securities, the authorities permitted an easier reserve 
- position to develop and net borrowed reserves were at 
about zero by the end of 1957. In 1958 the monetary 
authorities permitted net free reserves to rise to about 
$500 million in March, a level about which they fluctu- 
ated through August. As credit tightened somewhat, 
net free reserves were reduced sharply to a $100-million 
level in September, and thence to net borrowed reserves 
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of about $100 million and less in the first few months of 
1959. 

In contrast, the monetary authorities, beginning in 
mid-1953, moved quickly into a much higher total of 
net free reserves. The banks had large net free reserves 
pretty much for the two years from mid-1953 to mid- 
1955. Much of that time the amount of net free reserves 
greatly exceeded $500 million, and on two occasions 
exceeded $1 billion. As compared with 1953-1955, the 
authorities in 1958 were much less generous in supplying 
the banks with reserves, and they were much quicker to 
reduce net free reserves when business recovery signs 
appeared. 

Similar timing is shown by changes in the discount 
rate during this period. Taking the discount rate at the 
Federal Reserve Bank of New York, the rate was re- 
duced rapidly from 314% to 3% in mid-November, 
1957; to 234% on January 24, 1958; to 214% on March 
7; and to 134% on April 10, 1958. In mid-August, several 
Federal Reserve banks moved promptly in the other 
direction, raising the discount rate to 2%. The Federal 
Reserve Bank of New York waited until September 12 
to increase the rate to 2%, but this was followed 
promptly by increases to 214% on November 7 and to 
3% on March 6, 1959. Here again we see evidence that 
the monetary authorities lowered the discount rate 
promptly to complement their open market operations, 
but they also moved promptly to a higher rate as the 


signs of business recovery became clear. 


RESPONSE OF COMMERCIAL BANKS 


Are there any signs that the response of the commer- 
cial banks to credit policy measures during the past 
year provides the basis for a resurgence of inflation? One 
measure worth examining is the increase which has oc- 
curred in the money supply of the country (the total of 
demand deposits adjusted and currency outside the 
banks). 

At the end of January, 1958, the money supply (on a 


This material was presented in an address by Mr. O'Leary 
as a member of a panel on ‘'The Present Shape of the 
Inflation Problem,’’ part of the two-day proceedings of 
the 43rd annual meeting of The Conference Board held 
in New York City in late spring. See also Mr. Cohn's 
contribution on government spending and fiscal policy, 
on page 392, and Mr. Roberts’ paper on experience in 
combating inflation, in the July Business Record 
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seasonally adjusted basis) amounted to $132.2 billion. 
It rose moderately month by month so that by Novem- 
ber 26 it stood at $138.5 billion. It then more or less 
stabilized through February, 1959, with a substantial 
rise in March to $139.7 billion. Thus, the money supply 
increased by $7.5 billion from the end of January, 1958, 
through March, 1959, or about 514%. During this same 
period, roughly, gross national product increased nearly 
9%. This scarcely suggests that the increase which has 
occurred in the money supply during the past year pre- 
sents any great threat of rising prices in coming months. 
It is difficult to generalize about an increase of the 
money supply without taking account of the velocity 
with which money is turning over. During the period 
from mid-1953 through 1954 the increase in the money 
supply seemed of relatively moderate proportions, but 
in the boom of 1955-1957 we experienced a sharp rise in 
velocity of money. For example, demand deposits in 
New York City banks were turning over at an annual 
rate of about thirty-seven times in mid-1953. By the 
end of 1957, the turnover rate of New York City banks 
had risen to about fifty-two times. A rise of more 
moderate proportions occurred in other parts of the 
nation. 
A big unanswered question is what will happen to the 
velocity of money in ensuing months. In 1958, the turn- 
over rate for New York banks exceeded sixty times by 
the middle of the year and then declined abruptly to 
slightly fewer than fifty in November. Since then, it rose 
to about fifty-five in early 1959. The turnover of de- 
mand deposits is currently at an historically high level; 
for this reason alone there may be limitations on a 
further rise in velocity if credit becomes tighter. 


MOVEMENT OF INTEREST RATES 


Another possible way of examining whether monetary 
and banking policies during the past year have left an 
inflation potential in their wake is to review the be- 
havior of long-term interest rates. It is interesting in 
this connection to compare the movement of rates in the 
period from mid-1953 through mid-1955 with the period 
from late 1957 through late 1958. In general, interest 
rates began their decline in the late spring of 1953, a 
result of the movement of Federal Reserve policy to 
credit ease and then to “active ease,” and of the 
decline in the demand for funds. The fall in long-term 
rates was fairly gradual, spreading over about ten 
months into the spring of 1954. During this period, for 
example, the yield on corporate AAA bonds fell from 
3.5% to about 2.8%, or nearly seventy basis points. The 
downturn was somewhat more pronounced for the 
average yield on long-term government securities. After 
reaching a low point in the spring of 1954, long-term 
rates moved within a fairly narrow range throughout 
the remainder of 1954 and then began a moderate rise 
in eatly 1955. 

In sharp contrast, when the Federal Reserve relaxed 
credit in late 1957, long-term interest rates declined 


precipitously for a few months, then leveled out until the 
end of June, 1958. They then rose again sharply, so that 
by autumn of 1958 they were at about the same levels as 
a year earlier. The movement of corporate AAA bond 
yields serves to illustrate what happened to long-term 
rates generally. In mid-November of 1957, the average 
yield on AAA corporates stood at 4.13%, at which point 
it began a sharp decline. By late February of 1958, it 
had dropped to 3.58%, a decline of nearly three fourths 
of one per cent in three months. It fluctuated around this 
level until the end of June, and then climbed abruptly to 
4.13% by mid-October of 1958—exactly the same point 
at which the decline started less than a year earlier. 
From mid-October through March, 1959, the average 
yield on AAA corporates fluctuated around the 4.138% 
level, but in April began a further rise to 4.33% early 
in May. 

The point is that in‘the period from mid-1953 through 
mid-1955 we experienced a rather gradual and long 
drawn-out decline of interest rates, an extended period 
of stability at a low level, and then a gradual rise. In the 
period from late 1957 through the early autumn of 1958, 
long-term rates fell sharply within a few months, 
flattened out for several months, and then rose abruptly. 
The movement in 1953-1955 was saucer shaped, while 
the movement in 1957-1958 was more like an old-fash- 
ioned coffee mug: the first was spread over nearly three 
years, whereas the latter was compressed within a year. 

The importance of this difference between the two 
periods is that, during the prolonged easy credit period 
of 1953-1955, there was much more of an opportunity 
for a) build-up of investment commitments on easy 
credit terms. This provided the basis for the housing 
and plant and equipment booms that came in two waves 
beginning in 1955. On the other hand, the period of 
lower interest rates was so brief in 1957-1958, and the 
subsequent rise so prompt, that there was not the same 
basis for a build-up of financing commitments. It may 
therefore very well be that the Federal Reserve author- 
ities are in much better command of the situation today. 


EFFECT ON RESIDENTIAL FINANCING 


The discussion about interest rate behavior has par- 
ticularly important application in the field of residential 
mortgage financing. The best way to illustrate what I 
have in mind is to compare the effect of an easy credit 
policy on the residential mortgage market in 1953-1954 
with the effect in 1958. 

When the Federal Reserve authorities moved to a 
policy of credit ease in 1958, the effect of declining yields - 
on corporate bonds, along with the increase in the maxi- 
mum rate on VA mortgages from 4% to 44%, made 
VA mortgages especially attractive to investors. As 
interest rates remained low in 1954, there was a huge 
build-up of commitments to purchase VA mortgages at 
the 414% rate. The rate held up despite the huge volume 
of loans, because the ease was reflected in a longer 
amortization period and in lower down payments. The 
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extremes were reached in the spring of 1954 when VA 
loans were being made on a thirty-year, no-down-pay- 
ment basis. There were many cases of loans being made 
by developers on what was known as a “‘no—no-down- 
payment” basis in which developers were giving various 
prizes to home purchasers. The prolonged easy-credit 
policy by the monetary authorities encouraged this big 
build-up of VA commitments on excessively easy terms. 
These commitments provided the basis for the housing 
boom in 1955 which, in turn, encouraged the plant and 
equipment boom. 

During the spring of 1958, as the monetary authorities 
eased credit and yields on corporate bonds declined, 
there was also a shift of institutional investor funds into 
government-insured mortgages—this time FHA mort- 
gages at 514%. Because the period of credit ease was 
comparatively short, however, the funds which moved 
into FHA mortgages did so on much more conservative 
terms. The government-insured market did not have 
the opportunity to build up commitments as in 1953- 
1954. In addition, there has not been any repetition of 
the excessively easy credit terms that developed in the 
earlier period. Federal Reserve policy has therefore con- 
tributed this time to a much more sustainable situation 
in the residential financing field. 


INCREASE IN CORPORATE LIQUIDITY 


Finally, during the past several months there has 
been a large build-up of corporate liquidity that merits 
our attention. During the past several months, the 
United States Treasury has had great success in plac- 
ing its debt in the hands of business corporations. The 
holdings of government securities by corporations in- 
creased from $13.3 billion in June of 1958 to $21 billion 
in March, 1959—an increase of $6.7 billion. Corporate 
holdings of government securities in excess of their 
tax liabilities rose about $4.5 billion from June of 1958 
through March, 1959. The increase in corporate holdings 
of governments is, of course, a product of the sharp in- 
crease in corporate profits as business recovery pro- 
ceeded, along with the lull in corporate expansion. 

The question is whether the corporations will con- 
tinue to hold this increased amount of governments and 
perhaps even increase it in the first half of fiscal 1960, 
when the Treasury will be required to raise upwards of 
$9 billion of new money. Or will they, as many believe, 
liquidate some of these governments to finance in- 
ventory expansion and plant and equipment expendi- 
tures as business recovery comes into full bloom? This is 
especially important, since business corporations are 
nonbank investors and their purchases of governments 
do not produce an increase in the money supply. If they 
proceed to liquidate their holdings of governments, or 
even if they do not increase them further in the July— 
December period, the Federal Reserve may face serious 
pressure to supply reserves to the commercial banks to ac- 
commodate Treasury financing needs. This would not 
be a happy prospect if the national economy moves into 
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full recovery by the second half of the year. This would 
not be the time for an inflationary expansion of the 
money supply. 

What can be said to support the contention that cor- 
porations will not liquidate, and perhaps even increase, 
their holdings of governments during the balance of this 
year? One strong argument is that we are now in the 
midst of a powerful recovery of corporate profits. Dur- 
ing the first quarter of 1958, corporate profits had fallen 
to a recession low annual rate of $31.7 billion (before 
taxes). As the result of business recovery and the 
economies achieved by the use of new plant and equip- 
ment built during 1955-1957, corporate profits had al- 
ready risen-in the fourth quarter of 1958 to an annual 
rate of slightly over $45 billion, on a seasonally adjusted 
basis. Many competent students of corporate profits 
now expect that corporate profits may rise as high as 
$53 billion to $55 billion in 1959. This expected high rate 
of profits is a good reason in itself to anticipate that 
corporations will maintain—or even increase—their 
holdings of government securities. In addition, it is 
generally expected that corporate plant and equipment 
expenditures will not increase appreciably during the 
balance of this year, so that there may not be much 
pressure on this account to cut holdings of government 
securities. It is still anyone’s guess as to what will hap- 
pen to corporate holdings of governments in the balance 
of the year. 

v 


It is exceedingly difficult to separate the possible 
effects of monetary and banking policies from the pos- 
sible effects of fiscal, debt management, and other 
government policies. Nonetheless, the monetary au- 
thorities have done an expert job, in the past year, of 
using their credit powers to stimulate business recovery 
without at the same time creating conditions that might 
lead to further price rises. Certainly the picture looks 
much more favorable than, in retrospect, was the case 
in 1955. If there is any problem here, it may lie in the 
build-up of corporate liquidity that has taken place as 
the result of debt management policy, but this situation 
should not present any major difficulty in coming 
months. 
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Canada's Economic Development, 1862-1953—An analysis of 
Canada’s economy—patterned on similar appraisals of the 
long-term economic growth for the United States and the 
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country’s national product and wealth. By O. J. Firestone. 
International Association for Research in Income and Wealth, 
Income and Wealth Series VII, Bowes & Bowes, London, 
1958, 384 pages. $5.40. 


Mathematical Methods of Operations Research—Sets forth the 
mathematical techniques used in operations research work. 
The book requires background knowledge of calculus and 
the rudiments of matrix theory. By Thomas L. Saaty. 
McGraw-Hill Book Company, New York, 1959, 421 pages. 
$10.00. 


Governmental Expenditures and Fiscal Policies 


By Samuel M. Cohn 
Chief, Fiscal Analysis, Bureau of the Budget 


physics and mathematics, an earlier love that I 

had in my school days. In those days I worked in 
fields of interest in which words and symbols tended to 
be exact or at least neutral. They were defined to mean 
the same thing to all practitioners. 

Then I got into economics and learned that we are 
not so fortunate here. To a certain degree economic 
terms tend to be colored. The word “inflation” and its 
relation to the government budget is a case in point. 

We seem to learn that an increase in government 
spending is inflationary, that balancing a budget. is 
stabilizing to the economy, that a surplus in the budget 
is anti-inflationary. 

But when we look at the real situation, things are not 
so simple. We have seen years, very recent ones, when 
budget surpluses (anti-inflationary) have accompanied 
rising government spending (inflationary), with no 
changes made in tax rates to bring this about. This situ- 
ation permits one to reenforce his own prejudices and 
preconceptions. If he likes government policies, he calls 
them anti-inflationary; if he doesn’t like what the 


ahs IMES I think I should have stuck with 


government is doing, he calls the same things inflation- — 


ary. So the labels don’t really help us to improve under- 
standing. They confuse rather than illuminate. 


NEED FOR STANDARD MEASURE 


At times I dream about borrowing a page from the 
books of the physicists I used to read and I try to devise 
a standard unit of measure for inflation. Like amperes, 
watts and ohms, perhaps we could invent something 
called a zoom for inflation. We might call a dollar of 
government deficit, or a dollar of increased government 
spending which is accompanied by a rise in the consumer 
price index, equivalent to one zoom. Even so, we prob- 
ably couldn’t get people to accept our definition. So, in 
describing what has happened in government spending 
during the last twelve to twenty months, if I use the 
terms “inflation” or “inflationary,” or ‘‘anti-infla- 
tionary,” they will be used to describe tendencies rather 
than specific, definable situations. 

In July of 1957, the Federal Government could look 
back on balanced budgets for fiscal 1956 and fiscal 1957. 
A balanced budget had also been proposed for 1958, 
and after Congressional action it was still expected that 
the third balanced budget in a row would be achieved. 


Despite the balanced budgets, price pressures were 
judged to be strong—pressures to which the govern- 
ment had contributed. The increase in government- 
generated demands can be seen in the trend of expendi- 
tures. Budget expenditures had risen from $64.6 billion 
in fiscal 1955 to $69.4 billion in 1957, and a further in- 
crease to about $72 billion was expected in fiscal 1958. 
This three-year increase of about $7.5 billion is greater 
if we include social security and other trust funds which 
are outside the regular budget. If we add them in and 
look at total federal payments to the public, the in- 
crease in those years was about $12 billion. 


A THIRD BALANCED BUDGET? 


The President, looking at this trend and with a de- 
termination to minimize any further inflationary pres- 
sures from government spending, sent a letter on June 
28, 1957, to the heads of government agencies asking 
them to keep their rate of commitments, obligations 
and expenditures for 1958 at or below the 1957 level in 
as far as feasible. 

The legal limit on the public debt also had a restric- 
tive influence on government spending in the summer 
and fall of 1957. To keep as tight a restraint on expendi- 
tures as possible, the President decided not to ask Con- 
gress for another temporary increase in the limit on the 
public debt. (He had asked for one every year since he 
took office.) This decision was reversed in 1958, under 
the impact of the later recession, but in the meantime 
it had its effects. For example, the Secretary of Defense 
in August of 1957 issued a directive which called for a 
reduction of about 5% in progress payments to defense 
contractors. Expenditures in other agencies as well were 
very probably stretched out or deferred, because the 
immediate problem was the debt limit. 

Weaknesses in the private sector of the economy be- 
gan to develop late in the summer or early fall of 1957. 
Signs of a recession began to appear. The recession was 
perhaps the most significant single factor influencing 
the fiscal year 1958 and the actions taken in 1958. 


The Situation in 1958 


In January of 1958, the President proposed a bal- 
anced budget for fiscal 1959, with expenditures of about 
$74 billion (in fiscal 1958, actual spending was $72 bil- 
lion). Expenditures were up again from the previous 
year. A small deficit was estimated for fiscal 1958. 
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Before, we thought it was going to be in balance, but 
in January of 1958 we were estimating a small deficit. 
And early in the calendar year of 1958 it became clear 
that it was going to be impossible to achieve a balanced 
budget for fiscal 1959. This is attributable to the re- 
cession and to antirecessionary measures more than to 
any other single thing. The automatic stabilizers in the 
budget were beginning to take effect. Revenues fell off, 
reflecting mainly the decline in corporate profits which 
had occurred. The states were withdrawing larger and 
larger sums from the unemployment trust funds, and 
federally financed unemployment benefits for veterans 
and others were increasing. 

At the same time, discretionary antirecession actions 
were taken which further increased federal expenditures 
and lowered revenues. Some of these were an extension 
of the period of unemployment compensation, to be 
financed by federal advances to the states; the passage 
of an emergency housing act to stimulate residential 
construction; the expansion of the highway construc- 
tion grant program and the suspension of the legal pay- 
as-you-build provisions for two years; the authorization 
of accelerated procurement by the government for non- 
defense equipment and supplies, by making available 
immediately for fiscal 1958 up to 50% of the funds re- 
quested for such procurement in 1959. On the revenue 
side, Congress removed the excise tax on freight and 
enacted a bill giving some relief to small businesses. 

These five actions, or groups of actions, required legis- 
lation. In addition, several antirecession actions were 
taken that did not require legislation. These included 
speeding up various public works projects, accelerating 
the processing and payment of tax refunds, permitting 
closing costs on FHA mortgages to be included as part 
of the mortgage loan, and hiring additional underwriters 
to process FHA loan applications more expeditiously. 


Nonrecession-induced Factors 


Factors other than the recession were also pushing up 
the rate of government expenditures during the calen- 
dar year 1958. Some of these factors were related more 
directly to the purposes served by government programs 
or to the objectives of the programs; they were not 
things done on account of the recession. 

There was, for example, a step-up in defense. The in- 
crease in obligations for major defense procurement and 
production, from $6 billion in the last half of the calen- 
dar year 1957 to $10.8 billion in the first half of the 


For twelve years the author of the paper presented on 
these pages has been acquiring intimate knowledge of 
governmental expenditures and fiscal policies as he per- 
forms his daily tasks in Washington. Like Mr. O'Leary's 
comments on a cognate subject on page 389, Mr. Cohn’s 
paper was originally prepared for the Round Table on 
"The Present Shape of the Inflation Problem,’’ which 
was part of the Board's 43rd annual meeting, held at the 
Waldorf-Astoria in New York in May. 
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calendar year 1958, while reflecting the normal seasonal 
pattern and the previous squeeze on defense because of 
the debt ceiling, did stimulate the economy in the first 
half of the calendar year 1958, especially through its 
effect on the inventory policies of defense contractors. 

Another major program increase was expenditure for 
farm price supports because of record crop yields. Still 
another kind of increase which took place in federal 
spending was the general pay raise given to civilian and 
military personnel. Although this was not its purpose, 
the pay raise (with a sizable retroactive provision) did 
serve to increase personal income in the nation and act 
as a countercyclical factor in the economic downturn. 

Whether all of this should be considered as a stabiliz- 
ing factor or as inflationary to the economy depends 
upon one’s judgment as to what would have occurred 
without them. In certain areas they certainly helped 
lead to firming or hardening existing prices even if they 
did not push up prices. Whatever the effect, the budget 
for the year ending June 30, 1959, bears witness to the 
fact that something drastic did happen. This budget for 
the year ending June 30, 1959, started out balanced at a 
level of $74 billion. At the end of the budget year just 
about six weeks from now, it looks like it will be a 
budget with a $13-billion deficit, and instead of ex- 
penditures of $74 billion they will be around $81 billion.! 
This deficit certainly did have some important economic 
effect, particularly during the calendar year 1958. 

First, direct federal purchases of goods and services at 
seasonally adjusted annual rates increased rapidly after 
the first quarter of the calendar year 1958, rising by $1 
billion in the second quarter, $114 billion in the third 
quarter, and an additional $2 billion in the fourth 
quarter of 1958. In the first quarter of this year, federal 
purchases were, at seasonally adjusted annual rates, 
about $5 billion, or 10% above the rate in the fourth 
quarter of the calendar year 1957. 

In addition to its own direct purchases, the Federal 
Government substantially supported demand in other 
sectors of the economy. Between the calendar year 1957 
and 1958 the government transfer payments to persons 
rose from $15.9 billion to $20.0 billion, an increase of 
over $4 billion in one year. This rise was a very signifi- 
cant factor in the maintenance of personal income in the 
economy. It stemmed mainly from increases in trust 
fund payments for unemployment compensation, but 
there was also, partly because of the recession, a rise in 
old-age and survivors’ insurance benefit payments. Also, 
more veterans who qualified for pensions and medical 
care applied for those benefits. 

The large $13-billion budget deficit, resulting from 
both the revenue decline and expenditure increases, is 
the well-known budget story for fiscal 1959. The size of 
this deficit has already been given great publicity. 
Whether this deficit is primarily antirecessionary, stabi- 
lizing, expansionary or inflationary, or some of all, I 


1 Actual year-end results published on July 20, 1959, showed a 
deficit of $12.5 billion, with expenditures of $80.7 billion 
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leave to your judgment. Define the ‘“‘zoom” to suit 
yourself, and then apply the definition. 


STATE AND LOCAL GOVERNMENTS 


In recent years total revenues of state and local 
governments have not been sufficient to cover expendi- 
tures. So additional borrowing has been necessary each 
year. During the years just prior to 1956, state and local 
expenditures rose by roughly $2.5 billion to $3 billion 
annually in response to continuing needs, especially for 
community growth, highways, streets, schools, sewage 
and water systems, and so on. 

Expenditures rose by $3.5 billion between 1956 and 
1957. An increase of about this amount also occurred 
between 1957 and 1958. Thus, by merely maintaining 
the same upward pattern, state and local expenditures 
continued to be an expansionary force in the economy. 


FISCAL 1960 BUDGET 


Let me turn now to the federal budget for the fiscal 
year 1960, which was drawn up last fall at a time when 
there was considerable uncertainty about the economic 
outlook. In developing the budget, the President and his 
advisers took the position that the economy would ad- 
vance rapidly, and that the period for which they were 
budgeting would be the most prosperous in history. We 
know now that their conviction was justified, although 
the upward trend has not been uniform throughout the 
country and unemployment has remained higher than 
we would like it to be. It was also their conviction that 
the prosperous time ahead would bring inflationary 
pressures and that the federal budget for 1960 should be 
balanced. 

As the budget process unfolded—revenue estimates 
put together and reviewed, and expenditure proposals 
considered—the balanced budget appeared attainable. 
As finally presented to the Congress in January of this 
year, the budget proposed expenditures of $77 billion, a 
reduction of $3.9 billion from the preceding year’s level. 
Receipts were estimated at $77.1 billion, an increase of 
$9.1 billion over 1959, leaving a very small surplus 
amounting to $70 million. To us, that’s small—forgive 
me! 

The 1960 budget was thus essentially designed to 
keep the government from adding to the inflationary 
pressures that the administration believed would arise 
in the coming fiscal year with rapid economic growth 
and prosperity. To achieve a balanced budget involved 
primarily providing for defense and, beyond that, re- 
straining or preventing increases in nondefense pro- 
grams which the government could not finance from 
anticipated revenues. 

Briefly, the major factors in the estimated $3.9-billion 
decrease in expenditures from 1959 to 1960 are the fol- 
lowing. First, the largest single decrease is $1.4 billion, 
reflecting the fact that the additional United States 
subscription for the International Monetary Fund 
proposed for 1959 would not recur in 1960. 


Second, three large temporary programs would be 
terminated. They included the temporary antirecession 
measures already mentioned, those for housing mort- 
gage purchases and unemployment benefits particularly. 

Third, some spending reductions would occur in the 
normal course of events. For example, we had the retro- 
active pay increase in 1959 that we shall not have again 
in 1960. The postal rate increase that came in 1959, in 
effect for part of the year, will apply for all of 1960. 

Fourth, a few of our assets were to be sold, with the 
proposals for 1960 involving Federal National Mort- 
gage Association mortgages, college housing loans and 
Export-Import Bank loans. 

Fifth, we will get some reductions from legislative 
recommendations. These, which are a little more pain- 
ful, include proposals for further postal rate increases 
and for an increased motor-fuel tax. 

Sixth, and partially offsetting the decreases just de- 
scribed, are certain major increases largely uncon- 
trollable and amounting to about $900 million. Interest 
payments on the public debt will be higher because of 
the big deficit we are accumulating and because rates 
are higher. Past commitments will cause expenditures 
for public works to rise. The new outer-space and de- 
fense-education programs will expand. There are 
hundreds of other changes, both up and down, that 
balance out to a net decline of about $400 million. The 
largest single item is for military assistance expenditures 
abroad. 

This summary of changes between 1959 and 1960 
shows that the 1960 budget does not propose crippling 
or gravely weakening essential government activities. 
Actually, practically all the regular continuing pro- 
grams of the government would be at high levels. For 
example, in addition to proposing a record level of 
peacetime defense spending, the budget includes the 
largest amounts ever spent for medical research, water 
resources, assistance to communities, education and 
various other government activities. 

It is fair to conclude that the 1960 budget represents 
an attempt to provide reasonably for requirements 
built into law and for foreseeable needs, while minimiz- 
ing the over-all inflationary effects of meeting those 
needs. But we have no standard ‘“‘zoom,” of course, on 
which to base our judgment. 

Now some blame government policies for bringing on 
the recession. The restraint that we exhibited during the 
summer of 1957 is said by some to have brought on the 
recession, and the attempt to get a balanced budget for 
1960 is said to be holding down recovery. There are 
others, however, who say that it has been government 
actions that have made the recovery possible—that are 
sparking the recovery along and encouraging business 
to chip in. 


Nonrecurring Measures 


One of the facts that we have to bear in mind is that 
the proposed decline in budget expenditures which I 
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described is temporary. It takes account of a lot of 
‘temporary measures that will not recur in 1960. 
_ The general trend is up. We have built into the budget 
certain programs on the civilian side that will take more 
‘money in the coming years. The farm program is eat- 
Ing up a considerable amount of money. The application 
of a tight monetary policy is making interest payments 
the second biggest item in the budget. This is the price 
we pay for anti-inflationary monetary policy. I have not 
touched on defense. As long as the cold war goes on we 
cannot see any decline there. If we are going to put the 
fruits of our research and development into operation 
and into production, it could take still more money. 
So it is hard to see much of a decline in federal ex- 
penditures in the years ahead unless we have the cour- 
age to cut back on some entrenched programs that have 
been in the budget for a long time. One of them is farm 
price supports. There are others. The President in his 
budget message listed eighteen on which he said a change 
in the legislative requirements would bring substantial 
savings in the long run. To date there has been little or 
no Congressional action on any of them. 
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Benjamin Strong, Central Banker—-A biography of the life and 

_ times of a dominating personality in the development of 
American monetary and banking policies by a leading 
monetary economist. By Lester V. Chandler. The Brookings 
Institution, Washington, D. C., 1958, 495 pages. $6.00. 


The Dynamics of Supply: Estimation of Farmers’ Response to Price— 
A study of the effect of farmers’ expectations of future 
prices on the number of acres they decide to use for each 
crop. By Marc Nerlove. The Johns Hopkins Press, Baltimore, 
1958, 267 pages. $5.00. 


A Banker’s View of Farm-Managerial Problems—Designed to 
give bank farm representatives, agricultural field men, 
county agents, and farmers a grasp of the managerial, 
financial, production, and economic problems of the farm 
unit. By John I. Smith. Greenwich Book Publishers, New 
York, 1958, 336 pages. $4.75. 


The World Fertilizer Economy—One of a series of volumes pub- 
lished by the Food Research Institute of Stanford Uni- 
versity on world commodity developments. By Mirko Lamer. 
Stanford University Press, Stanford, California, 1957, 715 
pages. $12.50. 


It’s Your Money—A simplified explanation of the provisions 
-of the Social Security Act relating to old-age, survivors’, and 
disability insurance benefits is contained in this book, which 
is designed to be used also as a lifetime record of the reader’s 
insured status. Although it was completed before the en- 
actment of the 1958 amendments, a supplementary pamph- 
let summarizes the changes made therein. By D. B. Gal- 
lagher. Fleet Publishing Corporation, New York, 1958, 171 
pages. $3.95. 


The Educational Characteristics of the American People—Most of 


the data presented in this monograph are drawn from the 
1950 Census of Population. The age groups in which signifi- 
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cant numbers are enrolled in school are examined first. Then 
the adult population is discussed in terms of factors which 
seem to be associated with the amount of education received. 
And finally, the characteristics of American teachers are 
presented and compared with the adult population as a 
whole. By Sloan Wayland and Edmund de S. Brunner. Dis- 
tributed by Teachers College Bureau of Publications for the 
Bureau of Applied Social Research, Columbia University, 
New York, 1958, 258 pages (mimeographed). $3.00. 


United States Monetary Policy—The. symposium of papers, 
addresses and final report of the 14th American Assembly. 
The American Assembly, Columbia University, New York, 
1958, 231 pages. $2.00. 


Government Finance—An updated, revised edition of a stand- 
ard text on public finance by a leading tax authority. In- 
cludes a comprehensive survey of expenditure, revenue, 
and debt systems and their economic effects. By John F. 
Due. Richard D. Irwin, Inc., Homewood, Illinois, 1959, 627 
pages. $8.35. 


Debt Servicing Capacity and Postwar Growth in International In- 
debtedness—A study of the postwar growth in the external 
debt of major countries and the problems that growth has 
created. By Dragoslav Avramovic. The Johns Hopkins Press, 
Baltimore, 1958, 228 pages. $5.00. 


Dynamics of Distribution—A series of talks dealing with distribu- 
tion problems of building materials and equipment pro- 
ducers. By Producers’ Council Inc., Washington, D. C., 1958, 
128 pages. $3.00. 


The American Labor Force: Its Growth and Changing Composition— 
A detailed examination of the economic activity of the 
American people with emphasis on the changes since 1940. 
By Gertrude Bancroft. A volume in the Census Monograph 
Series for the Social Science Research Council, John Wiley & 
Sons, Inc., New York, 1958, 256 pages. $7.50. 


Atoms for Peace: U. S. A. 1958—A pictorial survey of the 
activities and programs under way in the United States 
aimed at developing peaceful uses of atomic energy. The 
book discusses and illustrates government and private 
nuclear facilities, methods of operating reactors, manu- 
facturing nuclear components, milling uranium, and per- 
forming many functions related to the growth and develop- 
ment of atomic energy. Prepared by Arthur Little, Inc., for 
the U. S. Atomic Energy Commission, 1958, $4.50. Available 
through the Superintendent of Documents, U. S. Government 
Printing Office, Washington 25, D. C. 


Financial Facts of Life—The author offers some techniques for 
reading and interpreting information presented in balance 
sheets and financial statements appearing, for example, in 
annual reports. The material is presented in nontechnical 
language with illustrative examples throughout. By Donald 
I. Rogers. Henry Holt and Company, New York, 1959, 81 
pages. $2.95. 


Win Place and Show—Effective Business Exhibiting— Discusses the 
factors that determine the success or failure of business 
exhibits at trade shows. By Rudolph Lang. Oceana Publica- 
tions, Inc., New York, 1959, 204 pages. $7.50. 


Advertising; Mass Communication in Marketing—A text covering 
the basics of advertising such as ad construction, media 
utilization, and the management of advertising by the 
company. By C. A. Kirkpatrick. Houghton Mifflin Company, 
Boston, 1959, 688 pages. $7.25. 


_ The New York Suburbs, 1959 Edition—An annual publication 


giving size, taxes, real estate prices, zoning and other facts 
about 250 communities around New York City. Magabooks, 
Inc., New York, 1959, 130 pages. $1.00. 


Chartbook 
Pages* 


Selected Business Indicators 


Industrial production 
Total 
Durables manufacturing 
Nondurables manufacturing 


Wholesale prices 
All commodities......... Bid ele’ « Bpw statinvostbyerctateae piers: o:2 
Farm products... «<>. 
Processed foodsie. nc.c.s ties tieauioioisiteemieteats earn’ 
Industrial commodities! 


Consumer prices 
All items 


Prices received and paid by farmers 
Prices received 
Prices paid@yiy ae. haat «mites scils 3 ME os 
Parity ratio® 


1947-49 =100 S 
1947-49 = 100 S 
1947-49 = 100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1910-14 = 100 
1910-14= 100 
1910-14 = 100 


Employment and unemployment (Census) 
Total labor force Thousand persons 
Thousand persons 
Civilian employment. . Thousand persons 
Nonfarm employment Thousand persons 
Unemployment Thousand persons 


Nonfarm employment (BLS) 
Total Thousand persons S 752,127 751,887 
Manufacturing® Thousand persons S$ 716,365 716,182 
Nonmanufacturing Thousand persons S 735,762 735,705 
Factory production workers in durables Thousand persons S iP thie}! r 7,028 
Factory production workers in nondurables Thousand persons S vr 5,322 SUS 


Average work week 
All manufacturing Hours 3 0.5 40.3 . 
Durables manufacturing...........+. sis eeteate «| Hours : Z 40.9 
Nondurables manufacturing Hours 9.6 39.6 4 39.5 


Average hourly earnings 
All manufacturing Dollars 
Durables manufacturing Dollars 
Nondurables manufacturing Dollars 


Average weekly earnings t ; 
All manufacturing Dollars i 4 89.87 83.10 
Durables manufacturing «0% nc. 0s6 «ser seers ots ritctartevahs Dollars : ‘ 97.75 89.89 
Nondurables manufacturing Dollars ‘ ‘ 79.00 75.08 


Personal income 


Billion dollars S A 4 : 7 379.0 Sb sied: 
Billion dollars S A é ‘ r 267.2 247.2 | 
Billion dollars S A : 7120.1 116.9 
Billion dollars S A ni ; r 26.9 26.4 


Instalment credit 
Extensions Million dollars S .a. 3,939 3,246b 
Repayments Million dollars S a. 3,602 3,516 3,338b 
Instalment credit outstanding® Million dollars .d. 35,029 34,453 32,9106 


New construction 
Million dollars S A 54,528 755,224 755,502 47,472 
Total private Million dollars S A 38,736 738,928 738,640 32,748 
Private nonfarm residential Million dollars S A 22,716 723,268 723,172 17,076 


Business sales and inventories 
Total inventories® Million dollars S n.d. 88,200 787,600 86,9000 
‘Fotal‘sales\i. eee hehe en eee AGILE Million dollars S n.d. 61,200 760,600 52,4005 
Inventory-sales ratio * n.d. 1.44 yr 1.45 1.666 


Retail trade: Durable goods stores 
Inventories® Million dollars S n.d. 11,440 11,290 10,790b 
Million dollars S n.d. 6,100 6,137 5,2350 | 3 
* n.d. 1.88 1.84 2.066 


Retail trade: Nondurable goods stores : 
Inventories® Million dollars $ n.d. 13,070 713,170 13,0906 
Million dollars S n.d. 12,170 11,816 11,3276 
* n.d. 1.07 Delt 1.166 


Durables mfg.: Sales and inventories 
Inventories® Million dollars S n.d, 29,659 729,361 28,9816 
Million dollars S n.d. 15,449 715,166 11,6436 
vs n.d. 1.92 ry 1.94 2.496 


Nondurables mfg.: Sales and inventories 
Inventories® Million dollars S n.d. 21,813 721,691 21,9155 
Million dollars S n.d. 15,076 715,100 13,5636 
* n.d. 1.45 yr 1.44 1.626 
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Selected Business Indicators (Continued) 


Chartbook 


Pages* Series 


Merchandise exports and imports 
Exports? 
Imports 
Export surplus? 


Federal budget receipts and expenditures 
Defense expenditures 
For quarterly data see below 


Money supply and turnover 
Money supply® 1° 
Demand deposits adjusted and currency® 
Deposit turnover: New York City 
Deposit turnover: 337 other centers 


Bank loans, investments and reserves 
Loans" 


23 


Diffusion index 
Diffusion index. . 
Diffusion index, cumulative 
Industrial production 


Eight sensitive business indicators 
Residential building contract awards 


Commercial, industrial building contract awards.... 


New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations.... 
Business failures 


| Chartbook 
Pages“ 


Gross national product 
Total 
Change in business inventories 
Final demand 


Components of gross national product 
Personal consumption expenditures 
Gross private domestic investment 
Net exports of goods and services 
Government purchases of goods and services 


Disposition of personal income 
Personal income 
Disposable personal income 
Personal consumption expenditures... 
Personal saving 


Corporate profits'4 
Net before taxes..... 
Tax liability 
Net profits 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 


‘Manufacturing 
‘Nonmanufacturing 


Federal budget receipts and expenditures 


Expenditures..... 
Surplus or deficit 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; Bureau of the Census; Securities and Exchange Commis- 
sion; Treasury Department; F. W. Dodge Corporation; Standard & Poor’s Corpora- 
ae Dun & Bradstreet; National Bureau of Economic Research; Tam ConrERENCE 

OARD 

1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates. 3 Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957. 5 Includes non- 
production workers. ® Excludes personal contributions to social security included in 
components. 7 Includes wages and salaries and “‘other labor income.” 8 End of period. 
® Includes grant-aid shipments. Privately held; includes demand and time deposits 
adjusted to exclude U. S. Government and interbank deposits, and currency outside 
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Million dollars 
Million dollars 
Million dollars 


Million dollars 


Billion dollars 
Billion dollars S 
GEO 


Million dollars 
Million dollars 
Million dollars 
Million dollars 


Thous. sq. ft. fl. sp. S 
Thous. sq. ft. fl. sp. S 
Million dollars S$ 
Hours S$ 

1947-49 = 100 
1941-43 = 10 
Number S$ 

Number S 


114,565 
24,928 
11,4230 

39.2 
85.9 
48.10 
11,642 
1,206 


142,400 
33,349 
n.d. 
40.6 
87.9 
61.26 
15,686 
1,190 


136,184 
40,430 
715,796 
40.7 
87.1 
60.73 
15,701 
1,223 


1959 


II I 


Quarterp Quarter Quarter 


Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 
Billion dollars 


Billion dollars 
Billion dollars 
Billion dollars 


Million dollars 
Million dollars 
Million dollars 
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30.62 
11.20 
19.42 


19,530 
19,568 
—38 


banks. 1! All member banks; Wednesday nearest end of period. 2 Commercial, in- 
dustrial and farm loans of weekly reporting member banks; Wednesday nearest end of 

eriod. 18 Gross national product less change in business inventories. ! All data are 
betore inventory valuation adjustment. S-seasonally adjusted. A-annual rate. 
a-anticipated. For the III Quarter of 1959, anticipated outlays are: Total, 33.39; 
Manufacturing, 12.82; and Nonmanufacturing, 20.57. b-May, 1958 for monthly data; 
I Quarter 1958 for quarterly data. p—preliminary. r—revised. * End-of-month inventory, 
divided by sales during the month. + Debits divided by deposits. {+ Diffusion index 
stated as the average duration in months of expansion or contraction. n.a.—not avail- 
able. “ Chartbook of Current Business Trends (Sixth Edition), Tam ConrERENCE Boarp, 
1959. Copies available to Board Associates on request 
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Announcements of 
Mergers and Acquisitions’ 
March 11, 1959—April 10, 1959 (Continued) 


Acquirer ae 
Description and Assets in Millions 


Rocker Solenoid Co. (over $.1)* 
Precision solenoids mfr. 

I. Rokeach & Sons, Inc. ($1.8) 
Kosher foods mfr. 


Rowland Products, Inc. ($2.4) 
Thermo-plastic materials and slide 
fasteners, etc., mfr. 

Royal Industries, Inc. ($3.8) 

Aircraft, armament and missile com- 
ponents, digital control units and 
amplitudes mfr. 


Royal Metal Mfg. Co. (over $1.0)* 
Steel shelving, storage cabinets and 
filing equipment mfr, 

Ryder System, Inc. ($45.1) 

Interstate trucker and truck rental 
concern 

Seeman Brothers, Inc. ($13.2) 
Wholesale food distributor 

Shaw-Barton Co. (over $1.0)* 

Leather goods mfr. 


Sinclair Oil Corp. ($1,499.9) 
Integrated oil and gas producer 


Snyder Corp. ($4.1) 

Machine tools, pharmaceutical equip- 
ment and packaging machinery mfr. 

Southern Materials Co. ($10.7) 

Sand, gravel and ready-mixed con- 
crete ‘mfr, 

Stratton & Terstegge Co. ($8.9 
Stokers, oil burners, minnow buckets, 
and fireplace fixtures mfr.; wholesale 
hardware business 

Stylon Corp. ($5.6) 

Ceramic floor and wall tiles mfr. 


Sunset International Petroleum Corp. 
($18.3) 


Crude oil producer and gasoline 
refiner 

Sunshine Biscuits, Inc. ($79.9) 
Biscuits, crackers, Poa chips and 
other snack foods mf: 


Texas Co. ($3,111.5) 
Integrated oil producer 


Thatcher Glass Mfg. Co. ($31.0) 
ie ad containers and other glassware 
ie 


Townsend Corp. of America ($5.1) 
Investment company 


Union Bag-Camp Paper Corp. ($187.3) 
Paper bags, corrugated board and 
boxes, kraft paper and board, tall oil 
and chemicals mfr, 


Paes States Plywood Co. ($154.3) 
Plywood, lumber, doors and lami- 
nated products mfr. 


Acquired Unit wee 
Description and Assets in Millions 


Waco, Inc. (n.a.) 


Silf Skin, Inc. (n.a.) 
Girdles mfr. 


Whitaker-Fielding Co. 
(Eyeglass frame metal parts div. of) 
(n.a.) 

Vard, Inc. (over $.5)* 
Airframe, helicopter and nuclear in- 
dustries precision products mfr. 


Ideal-Aerosmith, Inc. (over $.5)* 
Special valves, hydraulic filters, test 
equipment and barometers, etc., mfr. 


Aetna Steel Products Corp. 
(Arnot Furniture Div. of) (n.a.) 


Dixie Drive-it-Yourself System (n.a.) 
Automobile and truck rental concern 


Francis H. Leggett & Co. (over $1.0)* 
Wholesale food distributor 

United Printers & Publishers, Inc. * 
(Gerlach-Barklow Div. of) (n.a.) 
Calendars mfr. and advertising spe- 
cialties marketer 

Federal Oil Co. 
(Retail fuel oil business, bulk plant, 
trucks and good of Economy 
Service, Inc. and Federal Economy 
Corp. subsidiaries of) ($1.0)? 

Hope Machine Co. (over $.1)* 

illing machinery for packaging proc- 

esses mfr, 

Ingram Concrete Co. (n.a.) 
Ready-mixed concrete mfr. 


Renn Aluminum Foundry (n.a.) 
Aluminum and brass castings for 
Celta furniture and fireplace fixtures 

a 

Redondo Tile Co. ($2.3) 

(52% of common stock of purchased 
from Texas Industries, Inc.) 
Ceramic floor and wall tiles mfr. 


Shell Oil Co. 
(Oil producing properties [Fresno 
County, California] of) (n.a.) 


Mrs. Drenk’s Foods, Inc. (n.a.) 
Snack foods mfr. 


Sweetheart Food Products, Ltd. (Can- 
ada) (n.a.) 
Snack foods mfr. 
Wolverine Potato Chip Co. (n.a.) 
Snack foods mfr. 


Federated Pipe Lines Ltd. (Canada) 


(n,a.) 
(50% i interest in) 
Pipeline operator (Alta., Canada) 
Celon Co, (over $.1)* 
Cellulose seals and plastic closures 
mfr, 
Plastic Tube & Bottle Co. (n.a.) 
Plastic containers mfr. 


ag Engraving & Machine Co. (over 


Embossing and texturizing equip- 
ment mfr, 

Power Equipment Co. (over $.1)* 
(Majority of outstanding stock of) 
Transformers, 
and other regulated power supply 
devices mfr, 


Highland Container Co. (n.a.) 
(Controlling interest in) 


National Cincrete Corp. (n.a.) 
(Controlling interest in) 
Brick and building block mfr. 


Walker Logging Co. (n.a.) 
Timber producer 


battery eliminators ” 


i RR A SS 


Acquirer : 
Description and Assets in Millions 


Universal American Corp. ($11.1) 

Ball bearings, industrial processing 
equipment and agricultural spraying 
and dusting equipment mfr. 

Universal Controls, Inc. ($21.4) 
Ticket-issuing equipment, relays and 
switches mfr. and pari-mutuel equip- 
ment mfr. and servicer 

Universal Match Corp. ($30.1) 

Match books, vending machines, coin- 
handling equipment, automatic con- 
trols, shipping tags, etc., mfr. 

Universal Wire Spring Co. (over $1.0)* 
Springs mfr. 


Veeder-Root, Inc. ($16.9) 
Recording and computing instruments 
and die castings mfr. 4 
Warner-Lambert Pharmaceutical Co. 
($110.5 
Proprietary drugs and toiletries mfr. 


Western Petrochemical, Corp. (n. a.) 
Marketer of waxes 


Westinghouse Electric Corp. ($1,411.5) 
Eicuioe equipment and appliances 
r 
Whitin Machine?Works ($41.8) 
Textile machinery, printing presses, 
electronic devices, etc., mfr. 
Wilbur-Ciangio, Beekman & Packard, 
Ine. (n.a.) 
(Formed by merger of) 


eee 


Wilshire Dairy Co. (n.a.) 


* Estimated minimum capital from ‘“‘Thomas’ Register of American Manu- - 


facturers, 1959”’ 


Acquired Unit 
Description and Assets in Millions 


Paul Hardeman, Ince. (n.a.) ; 
Missile launching and testing facili- 
ties mfr, 


Grant Money Meters Co. (over $1.0)* ; 
Automatic toll collectors and fare | 
registers mfr, | 


S. G. Adams Co. (over $1.0)* 
Metal products mfr. 


Beatrice Steel Tank Mfg. Co. (over 
$1.0)* 


Sheet metal products mfr. 


Iseli Screw Machine Co. (n.a.) 
Minute precision parts mfr, 


Oculine Co. (n.a.) 
Eye preparations mfr, 


Warwick Wax Co. (n.a.) 
(Sub. of Sun Chemical Corp.) 
Paraffin and wax ago he mfr. 


Edgar Morris Sales Co. (n.a.) 
Wholesale distributor of appliances 
and electrical equipment ; 


American Type Founders, Inc. (over 
$1.0)* : 


Printing equipment mfr. 


Wilbur-Ciangio (n.a.) 
Advertising agency 


H. E. Beekman Co. (n.a.) 
Advertising agency 


Good Humor Co. of California 
(Fifty retail ice cream stores of) (n.a.) 


1See The Conference Board Business Record, November 1957, for sources and 


methods used 


The H. L. Green Co. acquisition of D & C Stores, Inc. listed in The Con- 
ference Board Business Record, March 1959, was rescinded, Moody’s Indus- 


trials, April 17, 1959 


2Purchase price, Moody’s Industrials, March 17, 1959 


Mergers and Acquisitions 


April 11, 1959 


—May 10, 1959! 


i Acquirer 
Description and Assets in Millions 


Abbotts Dairies, Inc. ($21.5) 


Dairy products mfr. and milk dis- 


tributor 
Aerojet-General Corp. ($74.9) 
(Sub. of General Tire & Rubber Co.) 
poet missile and rocket components 
A 


Alaska International Corp. (n.a.) 


Albemarle Paper Mfg. Co. ($39.0) 
be paper and other paper products 
Cs 


Allied Chemical Corp. ($748.3) 
Chemicals, alkalies, roofing and build- 
ing products, etc., mfr. 


Allis-Chalmers Mfg. Co. ($454.0) 
Power, industrial, agricultural and 
earthmoving machinery and equip- 
ment mfr. 


American Bread Co. (n.a.) 
Wholesale bakery 
American-Marietta Co. ($226.3) 
Paints, resins, chemical and concrete 
products, etc., mfr. 


Anaconda Wire & Cable Co. ($87.9) 
(Sub. of Anaconda Co.) 
Copper rods, wires and cables, etc., 
mfr, 


Acquired Unit 
Description and Assets in Millions 


Nelson Dairies (Norristown, Pa.) (n.a.) 


Rheem Mfg. Co. 
(Two male, facilities of): (n.a.) 


Mercury Corp. of America (n.a.) 
Mercury mines operator (Nevada) 


Randolph Paper Box Corp. (over $.1)* 
Folding boxes mfr. 


B. F. Goodrich Co. 
(Harmon Colors unit of) (n.a.) 
Organic paint pigments mfr. 

ACF Industries, Inc. 
(Commercial nuclear engineering 
office of Nuclear Products-Erco Div. 
of) (n.a. 


MeDonald’s Bakery, Inc. (n.a.) 


Superior Stone Co. (n.a.) 
onstruction materials mfr. 


Ruby Precast Concrete, Inc. (n.a.) 
Sequoia Wire & Cable Co. sag 
Sub. of Mandrel Industries, Inc.) 
ircraft, missile and electronic con- 
trol wires mfr. 


1See footnote 1 above 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


facturers, 1959” 


BUSINESS RECORD 
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Announcements of Mergers and Acquisitions (Continued) 


Acquirer 
Description and meen in Millions 


Arkansas Louisiana Gas Corp. ($181.4) 
Integrated natural gas producer and 
ed fired air conditioning equipment 

* 


Artloom Industries, Inc. ($8.0) 
Rugs and carpets mfr. 


Avondale Mills ($30.9) 
_ Cotton fabrics and yarns mfr. 
Baird-Atomic, Inc. ($3.4) 
Electronic and atomic instrumenta- 
tion, spectographic equipment and 
itary infra-red systems mfr. 


Basic Products Corp. ($26.9) 
Barley malt and electric and elec- 
tronic products mfr. 


Black & Decker Mfg. Co. ($43.8) 
Electric tools and accessories mfr. 


Cal-Dak Co. (n.a.) 


pempbell ee Associated Bakeries, 


ee chain operator 

Canadian International Paper Co. 
(Sub. of International Paper Co.) 
($844.5) 
Paper mfr, 


Chicago Pneumatic Tool Co. ($88.5) 
Electric and pneumatic tools, com- 
pressors and drills, etc., mfr 


Conover-Mast Publications, Inc. (n.a.) 
Publisher of trade and technical 
journals and directories 

Container Corp. of America ($199.7) 
Fabricated paperboard products mfr. 


Continental Oil Co. ($619.7) 
Integrated oil producer 


Continental Products, Inc. (n.a.) 


olesale distributor of general 
merchandise 
Crucible Steel Co. of America ($170.6) 
Special purpose steels mfr. 


Curtis-Allbrite Lighting, Inc, 
(Formed by merger of) 


Diamond Gardner Corp. ($146.5) 
Matches, lumber and lumber prod- 
ucts, molded pulp products, folding 
cartons and building materials mfr. 


Diversey Corp. ($7.4) 
Chemical products and detergents 
mfr. 

Dorsey Corp. ($6.4) 
(Formerly Allied International In- 
vesting Corp.) 


Ducommun Metals and Supply Co. 


Mao! metals, tools and supplies 
distributor 

Fuller & Smith & Ross, Inc. (n.a.) 
Advertising agency 

Fulton Cotton Mills, Inc. ($12.8) 
Cotton fabrics mfr. 


General Portland Cement Co. ($73.5) 
Portland and other cements mfr. 
Genisco, Inc. ($1.4) 
Aircraft and guided missile test equip- 
ment and flight instruments mfr. 
Glen Alden Corp. ($55.8) 
Anthracite coal producer; air con- 
ne equipment and heat pumps 
ir 
Great Western Producers, Inc. ($4.5) 
Champagnes and wines mir.; pe- 
troleum products refiner 


AUGUST, 1959 


Acquired Unit 
Description and Assets in Millions 


Razorback Fiberglas Corp. (n.a.) 
Fiberglass boats mfr. 


City Iron Works, Ine. (n.a.) 
Fabricator and erector of structural 
steel for bridges and buildings 

Buck-Felt, Inc. 

(Non-woven operation of) (n.a.) 

Atomic Associates, Inc. of New York 

n.d. 


Atomic Associates, Inc. of California 
(n.a.) 
Atomic Accessories, Inc. (n.a.) 
ponte Se ratine & Machine Corp. 
n.d. 
Hevi-Duty Electric Co. ($6.4) 
(Over 50% of stock of) 
Electrical resistance type industrial 
and laboratory furnaces, transformers, 
regulators, meter sockets and meter 
testing equipment mfr. 
Master Pneumatic Tool Co. (over $.5)* 
Portable air tools mfr. 
Plas-Tex Corp. (over $.5)* 
Polyethylene housewares mfr. 
Grocers Baking Co. (n.a.) 
Wholesale bakery 


Anglo-American Paper Co. (Canada) 


n.d. 
Paper and bags wholesaler and dis- 
tributor 

Reich Bros. Mfg. Co. (over $.5)* 
Hydraulic rotary drilling rigs mfr. 


“Boating Industry’’ (n.a.) 
Trade magazine 


Arizona Container Corp. (n.a.) 


Coastal Oil Co. (n.a.) 
Buel oil distributor (N.Y., N.J., and 
a, 


Robert Morton Co. (n.a.) 

Wholesale distributor of general 
merchandise 

Sorel Industries, Ltd. 

(Steel mfg. facilities (Quebec, Canada) 
of) (n.a.) 

Curtis Lighting, Inc. ($2.2) 
Electric lighting equipment mfr. 

All-Brite Fluorescent Fixtures, 

n.d.) 

Hunt Foods & Industries, Inc. 
(Ohio Match Co. div. properties and 
plant facilities of) (n.a. 

Sawmill, match block factory, plan- 
ing mill, etc. 

Lewis Chemical Co. (n.a.) 

Industrial cleaning compounds and 
janitorial supplies distributor 

Dorsey Trailers, Inc. (over $1.0)* 

Se one highway trailers 
Tr. 


Inc. 


Barde Steel Co. (over $.3)* 


Evans & Associates (n.a.) 
Advertising agency 
Continental Gin Co. ($16.3) 
Over 85% of common stock of) 
otton ginning machinery and ma- 
terials handling equipment mfr. 
Consolidated Cement Corp. ($21.4) 
Cement mfr. 


Bekey Electric Co. (n.a.) 
Specialized electric motors research 
and development 


List Industries Corp. ($85.0) 
Holding company. Subsidiaries oper- 
ate theatre chain and manufacture 
textiles and aluminum pistons, etc, 


Gulf Red Cedar Co. (over $.3)* 
Cedar pencil slats mfr, 


Acquirer 
Description and Assets in Millions 


Harbor Plywood Corp. ($33.4) 
oe of Hunt Foods & Industries, 
ne. 
Plywood and plywood products mfr. 


Harvard Industries, Inc. ($21.1) 


Hat Corp. of America ($14.8) 
Men’s hats mfr.; retail stores operator 


E. F. Hauserman Co. ($13.8) 
pevabhe interior walls and partitions 
t. 
George W. Helme Co. ($17.5) 
Snuff, pretzels and cookies mfr, 


R. Hoe & Co. ($13.3) 
Printing presses and equipment and 
lumber mill saws mfr. 

EK. T. Howard Co. (n.a.) 
Advertising agency 

Hurd Lock & Mfg. Co. ($2.5) 
Locking sage ee hub caps and metal 
mouldings mf 

Hydrometals, i ($3.5) 
Zinc miner and miller 

Induction Motors Corp. (over $1.0)* 
(Affiliate of American Research & 
Development Corp.) 
Precision fractional horsepower mo- 
tors mfr. 

International Breweries, Inc. ($9.1) 
Malt beverages mfr. 


Interstate Department Stores, Inc. 
($26.1 


Department store chain operator 
Keine aoe & Chemical Corp. 


(aftliete of o Kaiser Industries Corp.) 
rimary aluminum and chemical 
products mfr. 
Leece-Neville Co. ($5.5) 
Starting and lighting equipment, 
generators, motors and other elec- 
trical and mechanical devices mfr. 
Loral Electronics Corp. ($4.3) 
Electronic equipment mfr. 


Manger Hotels, Inc. (n.a.) 
Hotel chain operator 

Mead Corp. ($215.4) 
Wood pulp, white papers and paper- 
board mfr. 

Midwest Piping Co. ($16.1) 
Wrought pipe and tubing and welded 
pipe fittings mfr.; piping systems in- 
stallation 


John Morrell & Co. ($59.6) 
Meat packer 
G. C. Murphy Co. ($91.3) 
Variety store chain operator 
National Gypsum Co. ($191.9) 
Building materials mfr. 
National Supply Co. 
(Sub. of Armco Steel Corp.) ($896.9) 
Oil field machinery and equipment 
mfr. and distributor 
Ohio Brass Co. ($24.6) 
Electrical equipment for public utili- 
ties, etc., mfr. 
Ottawa Silica Co. (over $1.0)* 
a sand, flint shot and core sand 
Is 


_ , Acquired Unit 
Description and Assets in Millions 


Lundgren Door & Plywood, Ine. (n.a.) 


Lundgren Wholesale Supply, Inc. (n.a.) 
Vancouver Door Sales, Inc. (n.a.) 
H. K. Porter Co. 
(Frequency standards div. of) (n.a.) 
Electronic components mfr. 
American Viscose Corp. 
(Filatex div. of) (n.a.) 
Rubber-core and specialized elastic 
yarns mfr, 
Jonas & Naumburg Corp. ($1.5) 
Hatters’ fur and fur fibre mfr. 


Steel Ceilings, Inc. (n.a.) 
Acoustical ceiling fans and metal 
doors mfr. 

Crown Nut Mfg. Co. (n.a.) 
Peanut, cashew and other nuts pro- 
cessor and distributor 

Cline Electric Mfg. Co. 
(Tapes and Tabs business and other 
assets of) (n.a.) 

Bruce Enderwood Co., Inc. (n.a.) 
Marketing specialist 

Keystone Mfg. Co. (over $.3)* 
(95% of outstanding stock of) 
Electrical equipment mfr. 

Midwest Metals, Inc. (n.a.) ~ 
(Sub. of Fluor Corp., Ltd.) 

Gray & Kuhn, Ine. (n.a.) 
Electronics mfr. 


Bavarian ti is Co. (n.a.) 
Beer 

White Front Stores, Inc. (n.a.) 
Stores operator (Los Angeles, Cal.) 


Mexico Refractories Co. ($19.2) 
High temperature refractories mfr 


O. A. Sutton Corp. 
(A. C. Motor Div. of) (n.a.) 


Willor Mfg. Corp. (over $.1)* 
enue metal parts and laminations 
T. 
Allor Leasing Corp. (n.a.) 
Electronic equipment lessor 
Town & Country Motor Lodge (n.a.) 
Sixty-five unit motel (Savannah, Ga.)! 


Rock Line Lessors, Inc. (n.a.) 


Flori Pipe Co. (n.a.) 
(Physical assets of) 
(Sub. of Sparton Corp.) 
Carbon and alloy steel pipe mfr. 
Houston Pipe & Steel, Inc. (n.a.) 
fenvsicat assets of) 
Sub. of Sparton Corp.) 
Carbon and alloy steel pipe mfr. 
Tom Sawyer Meat Products, Inc. (n.a.) 
Sausages and other meat items mfr, 
Morgan & Lindsey, Inc. (n.a.) 
Variety store chain operator 
Huron Portland Cement Co. (over $.5)* 
Cement mfr. 
Fluid Packed Pump Co. (over $.5)* 
Oil well pumping equipment mfr, 


Universal Hydraulics, Inc. (n.a.) 
Fey draute equipment components 


Lantern Hill Silica Co. (n.a.) 
Silica mine operator 


1 New York Herald Tribune, May 6, 1959 
*Estimated minimum capital from “‘Thomas’ Register of American Manu- 


facturers, 1959”’ 
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Announcements of Mergers and Acquisitions (Continued) ; 


Acquirer = 
Description and Assets in Millions 


Packard-Bell Electronics Corp. ($16.1) 
Television receivers, radios, electronic 
equipment and wooden flush doors, 
etc., mfr. 

Peabody Coal Co. ($151.3) 

Bituminous coal producer 


Petrocarb, Inc., 

(Sub. Godfrey L. Cabot, Inc.) (over 
$1.0) Carbon blacks, pine products, 
charcoal, liquefied petroleum gases 
and high temperature process equip- 
ment, etc., mfr. 

Pfaudler-Permutit, Inc. ($22.0) 
Glassed steel and alloy corrosion re- 
sistant processing equipment and 
machinery, water-heating equipment 
and chemicals mfr. 

Philadelphia & Reading Corp. ($68.1) 
Anthracite, cinder, building blocks, 
men’s and boys underwear and cow- 
boy boots mfr. 


eee 


Pure Oil Co. ($533.3) ; 
Integrated oil and gasoline producer 


Radiation, Inc. ($5.2) 
Electronic equipment mfr. 


Radorock Resources, Inc. (n.a.) 
Uranium producer 


Ranco, Inc. ($18.5) 
Automatic temperature controls mfr. 


Rapid-American Corp. ($70.9) 
Printing plates, matrices and metal 
signs mfr.; lithographer and letter- 
press printer 


Raytheon Co. ($138.3) — : 
Electronic and communications equip- 
ment mfr. 


Reheis Co., Inc. (n.a.) , 
Aluminum salts for the cosmetic and 
pharmaceutical industries mfr. 

C. Reiss Coal Co. (over $1.0)* 

Coal producer 


Rochester & Pittsburgh Coal Co. 
($37.8) 
Bituminous coal producer and coke 
mnfr, 

F, C. Russell Co. ($8.6) Wik: 
Aluminum and steel combination 
screen and storm windows, doors, 
prime windows and awnings mfr. 

Salem-Brosius, Inc. ($11.6) 

Heating and heat treatment furnaces 
and materials handling equipment 
mfr. 

Sanger-Funnell, Inc. (n.a.) 

Advertising agency 

Schlage Lock Co, ($14.1) 

Locks, door closers and builders hard- 
ware mfr, 


Schroeder Industries, Inc. 
(Formed by merger of) 


Seeman Brothers, Inc. ($13.2) 
Wholesale food distributor 


A. O. Smith Corp. ($130.5) 
Commercial water heaters, central 
heating and air conditioning equip- 
ment, gas-fired boilers, automobile 
frames and welded pipe mfr. 


Starrett Corp. ($3.3) 
Evaporated cows’ and goats’ milk, ice 
milk and ice cream mixes, etc., mfr. 


_ , Acquired Unit 
Description and Assets in Millions 


Technical Industries Corp. (n.a.) 
(Majority interest in) 
Atomic reactor instruments and high- 
temperature nuclear components mfr. 


Michela Coal & Dock Co. (n.a.) 


American Briquet Co. 
(Metallurgical div. of) (n.a.) 


Bulkley-Dunton Pulp Co. 
ee equipment business of) 
n.d. 


Blue Ridge Manufacturers, Inc. 
(over $.5)* 
Work and sport clothing mfr. 


S. Rosenbloom, Inc. (n.a.) 
Work and sport clothing mfr. 


Wisconsin Independent Oil Co. (n.a.) 


Gasoline station chain operator 
(Wisconsin) 

Levinthal Electronic Products, Ine. 
(over $.1)* 


Radar, electric surgical, medical and 

nucleonic equipment mfr. 
Chesapeake & Colorado Corp. (n.a.) 

Oil and mineral properties owner 
Wilcolator Co. (over $1.0)* 

Gas and electric ovens and space 

heaters mfr. 


Smith-Stewart Paper Products, Inc. 
n.d. 
Gift wraps mfr, 


Cardinal Mills, Inc. (n.a.) 
(Assets and gift ties and ribbon busi- 
ness of) 


Machlett Laboratories, Inc. ($7.6) 
X-ray and electron tubes mfr. 


Webster Mfg. Co. (n.a.) 

Marine radio-telephone antennas mfr. 
Tech-Chemical Corp. (n.a.) 

Liver preparations and other bio- 

logicals mfr. ‘ 
North American Coal Corp 

(Coal docks and briquet plant of) (.a.) 


B. W. Powers & Son Ltd. (Canada) 


n.a. 
Coal and heating oil marketer 


bie ry eee Aluminum Mfg. Corp. 
na. 
Aluminum windows mfr. 


General Ionics Corp. (n.a.) 
(75% of stock of) 
Domestic and industrial water soften- 
ing and conditioning equipment mfr, 
McClellan Advertising (n.a.) 
Advertising agency 
LCN Closers, Inc. (over $.1)* 
Door closing devices mfr. 


Peabody Co., Inc. (n.a.) 
Custom made building hardware and 
ornamental lock trim mfr. 

Holiday Coffee Corp. ($.6) 
Soluble crystalline coffee mfr. 


Schroeder Products Co., Inc. (n.a.) 
Instant coffee and coffee vending 
machines mfr, 


Reliable Food Distributors, Inc. (n.a.) 
Frozen foods distributor 


Shand & Jurs Co. 
(H. V.S. line of truck tank fittings for 
hydraulic emergency valve equip- 
ment of) (n.a.) 
(Sub. of General Precision Equip- 
ment Corp.) 


La Mirada Business Properties, Inc. 


n.a. 
Shopping center operator 


3. Acquirer 
Description and Assets in Millions 


J. P. Stevens & Co. ($316.0) 
Textiles mfr, 


Suburban Propane Gas Corp. ($54.6) 
Liquefied petroleum gas and appli- 
ances mfr. 


Sunset International Petroleum Corp. 
$18.3 


Crude oi producer and gasoline refiner 


Superios Separator Co. ($6.1) 

‘arming and livestock industries, 
materials-handling equipment and 
grain and seed cleaning and processing 
machinery mfr. 


Tenney Engineering, Inc. ($2.5) 
Refrigeration and heating equipment 
and equipment for the simulation of 
climactic conditions mfr. ' 


Texas Instruments, Inc. ($53,8) 
Electronic components and electro- 
mechanical equipment mfr. 


Tidewater Oil Co. ($810.7) 
(Affiliate of Getty Oil Co. and sub- 
sidiaries) 
Integrated oil producer 

Underwood Corp. ($63.4) 
Typewriters, accounting, writing, 
bookkeeping and other office ma- 
chines mfr. 


Union Bag-Camp Paper Co 
Paper bags, corrugated board and 
boxes, kraft paper and board, tall oil 
and chemicals mfr. 

Universal American Corp. ($11.1) 

Ball bearings, industrial processing 
equipment and agricultural spraying 
and dusting equipment mfr, 


. ($187.3) 


Vanadium Corp. of America ($70.3) 
Ferroalloys mfr.; ores producer 
Ward Baking Co. ($30.6) 
Bread and cake mfr. 
R. C. Williams & Co., Inc. ($8.8) 
(Sub. of Shaffer Stores Co.) 
oe products importer, exporter and 
Pa 
Wilson Brothers ($7.6) 
Men’s haberdashery mfr. 


* Estimated minimum capital from “'Thomas’ Register of American Manu- 


facturers, 1959’’ 


BUSINESS BOOKSHELF 


Women and Work in America—An inquiry into the place of 
women in the world of work since the late 1800’s, with 
emphasis on the effects of changing values and attitudes: 
about women’s nature, abilities, and function on the kinds: 
of working women and the jobs they hold. By Robert W. 
Smuts. Columbia University Press, New York, 1959, 180! 


pages. $4.50. 


The Language of Dissent—Comments and excerpts from opin-- 
ions concerning laws administered by the Federal Trade 
Commission. The author, a commissioner for eleven years, | 
is concerned that current interpretations may contradict 
the purpose of these laws and so fail to strengthen competi- 
tive enterprise. By Lowell B. Mason. World Publishing’ 
Company, Cleveland, Ohio, 1959, 314 pages. $5.00. 


_ , Acquired Unit 
Description and Assets in Millions 


Meyenburg Corp. (n.a.) 
Evaporated milk and ice cream plants, 
and equipment owner 

Green River Mills, Inc. | 
ere plant (Tuxedo, N. C.) of 

n.d. 5 

International Chemical Extinguisher’ 
Corp. (n.a.) : 
Fire extinguisher mfr. 

Warren-Bradshaw Exploration Co.. 


($7.0) 
Oil and gas well driller 
West Coast Sales Co. (n.a. 
Wheel-type rakes an 
plements mfr. 


other im-- 


Chester Morton Electronics Corp. 
(less than $1.0)* 
Cable harnesses and cord and elec=. 
tronic assemblies mfr, 
Metals & Controls Corp. ($25.3) 
Strip metal, thermostats, precision: 
controls and nuclear fuel elements: 
mnfr, } 
Delta Oil Co. (n.a.) 
Petroleum distributor 


Electrofile Corp. (n.a.) 
(Sub. of Bowser, Inc.) 
Automatic filing systems mfr, 


Eastern Box Co. (n.a.) 
(Majority of stock of) 


Arrow Rock Co. (n.a.) 
(50% of stock of) 
Rock, gravel and ready-mix con= 
crete producer 
Triangle Products, Inc. (n.a.) 
(50% of stock of) 
Rock, gravel and ready-mix concrete: 
producer 5 
Livingston Rock & Gravel Co. (n.a.) 
(50% of stock of) 
Rock, gravel and ready-mix concrete) 
producer 
Kane Mfg. Corp. (over $.5)* 
Custom metal door and window’) 
screens and storm sash mfr. 


Keokuk Electro-Metals Co. (over $1.0)*" 
Silicon metal and silvery pig iron mfr. 


Johnston Pie Co. (n.a.) 
Frozen and fresh pies mfr. 


Connecticut Grocery Co. (n.a.) 


Calvert Iron Works, Inc. (over $1.0)* 
Structural steel fabricators and erec= 
tors 


BUSINESS RECORD 


What’s being said in the July-August Management Record 


The Trend of Top Executive Pension Benefits—What has happened to pensions 
of the top three officers in companies in the last decade? In 1957, data from 760 
firms surveyed show that the highest-paid executive will get a pension of $20,000 a 
year when he reaches sixty-five. This compares with an estimated pension of $11,000 
in 1949, But not only have the dollar amounts risen substantially for the top three 
men; pensions as a percentage of compensation have also advanced. This article 
analyzes pension data for twelve manufacturing groups and four nonmanufacturing 
industries. 


Company Restrictions on Executive Air Travel—A recent survey of 102 com- 
panies, all owning their own executive aircraft, indicates that 60% generally place 
restrictions on the number of top men who may fly together. But only one out of ten 
of these companies has issued written regulations; the rest rely on unwritten restric- 
tions. The thinking of the remaining companies that place no restrictions on execu- 
tive air travel is also reported. 


Maternity Leaves of Absence—To insure continuity of employment, many com- 
panies have found it advantageous to grant maternity leaves of absence. This article 
examines the practice in 112 companies that grant such leaves and discusses the 
variations that are found. 


Food Purchasing Power of Workers in Twenty Cities—Is the purchasing power 
of workers in different cities throughout the country equal or nearly so? Are com- 
paratively low wages in a particular city compensated for by a correspondingly low 
price level? Or do workers in high-wage areas consistently have an advantage over 
workers in areas where wages are lower? This article examines the wage level and 
prices of selected food items in twenty cities in order to compare the average worker’s 
purchasing power from city to city. 


Recruiting, Selecting, and Developing Personnel for Foreign Operations— 
Expansion into foreign operations is a familiar pattern for American business. But 
the effective staffing of a foreign subsidiary involves special considerations that a 
domestic installation does not have to deal with. For instance, what percentage of 
the work force should be United States nationals and how many should be nationals 
of the country in which the plant is located? Are there selection procedures that will 
avoid the costly mistake of training a man for foreign service and transporting him 
and his family to a foreign country only to find that he, or his wife, is not fitted to the 
culture or living conditions of that country? A Round Table discussion takes up 
these and many other problems of staffing foreign operations in terms of three 
companies’ overseas programs. 


Figuring Strike Costs—How many companies actually know what a strike costs 
them in terms of dollars and cents? Do they attempt to@stimate such costs, and if so, 
what do they include in their computations? The results of a survey of fifty com- 
panies that make special records of strike costs are reported in this article. 


Beyond the sweat of the daily sales effort 
Beyond the local, regional, national planning?end pep meetings 
Beyond the sales, product and service ‘‘literature”’ 


Beyond the ever-alert high command 


Comes the need for the counsels of the nation: that 
once-in-a-year stacking up of company ‘brains’ with those 
of other leaders of the sales world, best accomplished through 
The Conference Board’s 
annual ‘‘classic”’, this year’s event to be held at the Waldorf-Astoria in 
New York City from September 16 through 18 
With your problems in mind, come match your ideas, refine your Lone 


to the proper fit for the winter's work 


. = 
ey ne 


Consult the agenda already sent you . . . for further information. and for reservations 


write, phone or telegraph the Conference Director 


‘ 
¢ 
3 

f 


This fall’s orientation sessions .. . 


this seventh annual Conference Board 


°*> MARKETING CONFERENCE eee 


should be a “‘must’ on your fall agenda 


thorough . . . informative . . . practical 


